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Explanation of the Cover Graph

A crucial assumption in the February economic and revenue forecast is the expectation of a turnaround
in Washington’s aerospace industry. After shedding 39,000 jobs (excluding the strike in the fourth quar-
ter of 1995) over nearly six years, the forecast assumes increasing aerospace employment through
1999. The cover chart compares this aerospace expansion with the previous five upturns. The effect of
strikes in the 1976:3 and 1995:4 cycles has been removed. As can be seen in the chart, the current fore-
cast is conservative in comparison with previous expansions, particularly in the near term. The Febru-
ary forecast expects only 2,300 additional aerospace jobs during the first four quarters whilethe earlier
expansions ranged from 6,000 to 8,000 in the first year. After two years of growth, the previous expan-
sions ranged from 14,200 to 40,700 new aer ospace jobs while the forecast for this cycleis an increase
of only 5,300. The longer term outlook is cloudier. The forecast calls for continued, but relatively slow
growth through 1999. In two of the five cycles, though, the employment gain over four yearswas less
than is expected in this forecast.
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Preface

The Office of the Forecast Council isrequired by Chapter 231, Section 34, Laws of 1992
(RCW 82.33.020) to prepare a quarterly state economic and revenue forecast and submit
it to the Forecast Council. This report presents the state’ s economic and General Fund-
State revenue forecast. It isissued four times a year.

Copies are available to Washington State businesses and residents for $4.50 per copy,
and to those out-of-state for $9.00 per copy. Y ou may contact our office for more sub-
scription information at (360) 586-6785 or by writing the Office of the Forecast Council,
Post Office Box 40912, Olympia, WA.. 98504-0912.
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Chapter 1

Washington Stateand U.S.
Economic Forecasts

Recent U.S. Economic Activity

Dueto the shutdown of most federal government
statistical agencies, only one month of new em-
ployment, price, and GDP data had been gener-
ated since the last economic and revenue forecast
in November. The government shutdown also de-
layed the release of the comprehensive revision of
the national income and product accounts (NIPA)
which was not available in time for this forecast.
Asaresult, thisforecast is based on the ad-
vance (1987 fixed weight) GDP estimate for the
third quarter of 1995 which wasreleased Octo-
ber 27. The most important innovation in the
comprehensive revision of the NIPA is the substi-
tution of chain weights for fixed (1987) weights
in the calculation of real GDP. The chain weights
alow for the effects of changesin relative prices
over time. The previous fixed weight methodol-
ogy suffered from a“substitution bias’ for peri-
ods other than those close to the base year. The
revised GDP estimates for the third quarter of
1995 indicate real growth of 3.2 percent com-
pared to 4.2 percent in the forecast. Most of the
discrepancy is dueto the use of chain weightsin
the revised estimates, however. Had the chain
weight methodology been used in the advance es-
timate, the GDP growth rate reported in this fore-
cast would have been 3.0 percent. Therevised
estimate for final sales growth was 3.5 percent,
slightly stronger than the advance estimate of 3.0
percent on a chain weighted basis. Consumption
spending increased 2.9 percent compared to 2.3
percent in the chain weighted advance estimate.
Business fixed investment growth was also re-
vised up to 5.3 percent from 4.7 percent in the ad-
vance chain weighted estimate but residential
investment growth was revised down from 10.8
percent to 8.4 percent. The foreign sector ap-
peared stronger in the revised estimates as chain
weighted export growth was revised up from 3.8

percent to 8.3 percent and import growth was low-
ered from 2.6 percent to 1.2 percent. Federal gov-
ernment purchasesfell 5.5 percent in the revised
estimates compared to an increase of 1.6 percent
in the in the chain weighted advance estimate but
state and local government spending growth was
revised up from 2.0 percent to 2.8 percent.

Despite the lack of official economic data, the
economy appears to be slowing. The Christmas
season was clearly disappointing with retailers re-
porting the smallest year-over-year gains since
the 1990-91 recession and purchasing managers
are reporting a weakening manufacturing sector.
The federal government shutdown and bad
weather will aso hurt economic performancein
the winter months. The economic news that has
emerged since this forecast was prepared rein-
forces the view that the economy is weakening.
Payroll employment declined sharply in January
while the unemployment rate rose. Consumer con-
fidence plunged to its lowest level in two years
and the Purchasing Managers composite index
continued to slide. The Federal Reserve re-
sponded to the weakening economy, cutting the
federal funds rate from 5.75 percent to 5.5 percent
December 20 and another quarter point to 5.25
percent on February 1. The forecast expects one
more quarter point reduction in mid 1996. Rela-
tively dow growth is expected in the first half of
1996 due largely to an inventory correction.
Growth is expected to pick up in the second half
of theyear. Thisforecast isthe first to extend
through the 1997-99 biennium. The pause in eco-
nomic growth in thefirst half of 1996 is expected
to ease inflationary concerns, setting the ground-
work for steady, though unspectacular, growth
through the next biennium. The forecast calls for
real GDP (1987 fixed weight basis) to ow from
3.2 percent in 1995 to 2.1 percent in 1996.
Growth is expected to recover to 2.7 percent in



1997, 2.4 percent in 1998, and 2.6 percent in
1999. Inflation is expected to remain subdued
throughout the forecast. The implicit price defla-
tor for personal consumption expenditures (1987
fixed weight basis), which rose only 2.2 percent
in 1995, is expected to increase 2.1 percent in
1996, 2.3 percent in 1997, 2.4 percent in 1998,
and 2.6 percent in 1999.

U.S. Forecast Highlights

1.

Real GDP growth accelerated to 3.9 percent
in fiscal 1995 from a strong 3.5 percent in
1994. The quarterly data indicate a slow-
down is already under way, however,
though the forecast does not expect areces-
sion. Growth is expected to dow to 2.5
percent in fiscal 1996 and 2.3 percent in
1997. A modest recovery is expected in the
next biennium, however. Real GDP is ex-
pected to increase 2.6 percent in fiscal 1998
and 2.4 percent in 1999.

Inflation, as measured by the implicit price
deflator for persona consumption expendi-
tures, accelerated dightly in fiscal 1995 to
2.4 percent from a 29 year low 2.1 percent
in 1994. The “soft landing” in the current
biennium and modest growth in the next
biennium should forestall any significant
acceleration of inflation throughout thefore-
cast. Theinflation rate is expected to dip to
1.9 percent in fiscal 1996, rising to 2.3 per-
cent in 1997 and 1998 and 2.5 percent in
1999.

With growth sowing but remaining posi-
tive, the economy appearsto have achieved
the desired “ soft landing.” The Federal Re-
serve has lowered the federal funds rate
three times since July 1995 from 6.00 per-
cent to 5.25 percent in February 1996. The
Federal fundsrateisexpectedtodropto5.00
by mid-year and remain at that level
throughout the forecast. The three month
Treasury Bill will follow suit, declining to

4.59 percent in the third quarter of 1996 and
remaining in the 4.6 to 4.7 percent range
through the remainder of the forecast. The
mortgagerate, which peaked at 9.10 percent
in the fourth quarter of 1994, is expected to
continue to decline to 6.78 percent in the
third quarter of 1996. Mortgage rates are
expected to remain below 7.0 percent
through 1999.

Housing starts jumped 0.122 million units
in the third quarter of 1995 following two
quarterly declines totaling 0.228 million
units. Starts are believed to have peaked in
thethird quarter, however, and are expected
to decline through 1996 due to adeclinein
consumer confidence. A modest recovery in
housing starts is expected during 1997,
1998, and 1999, however.

Despite the slowdown in real growth in
1995, the U.S. unemployment rate has re-
mained low. The unemployment rate in the
fourth quarter isbelieved to be 5.58 percent,
virtually unchanged since the cyclical low
of 5.53 in the first quarter. Continued slug-
gish growth in the first haf of 1996 should
nudge the unemployment rate up slightly to
5.75 percent by theend of the year. With the
economy growing at about its long run po-
tential, little change in the unemployment
rate is expected in 1997, 1998, and 1999.

Thanks to strong growth, discretionary
spending cuts, and the 1993 tax increases,
the federa budget deficit continued to drop
infiscal 1995 to $148.3 billion from $191.6
billion in 1994 and $271.6 billion in 1993.
The deficit is expected to be essentially un-
changed in fiscal 1996 at $150.2 billion.
While a balanced budget is not expected
within the forecast horizon, continued fiscal
restraint and economic growth will produce
a steadily declining deficit. The deficit is
expected to decline to $138.7 billion in fis-



cal 1997, $111.5 billion in 1998, and $96.1
billion in 1999.

7. Thetrade deficit (national income and prod-
uct accounts basis) is expected to remain
relatively constant in fiscal 1996, edging up
to $111.9 billion from $111.1 billion in
1995. The forecast expects little change in
the deficit during the remainder of thisbien-
nium or in the next biennium. Thetrade gap
is expected to shrink to $109.5 billion in
1997, $104.0 billion in 1998, and $103.6
billion in 1999.

Table 1.1 provides afiscal year summary of the
U.S. economic indicators.

Recent Economic Activity in Washington

The Employment Security Department hasre-
leased preliminary employment estimates through
December 1995. This forecast is based on ad-
justed employment estimates through December
1995 as described in Adjustments to Economic
Data. The adjusted employment estimates indi-
cate that total nonfarm employment fell 0.5 per-
cent in the fourth quarter of 1995 compared to a
modest 1.2 percent increase in the third quarter.
The fourth quarter decline was entirely due to the
Boeing labor dispute, which reduced reported em-
ployment in the quarter by 15,000. Had there
been no strike, employment in the fourth quarter
would have increased at an annual rate of 2.1 per-
cent. Manufacturing employment fell 14,900 in
the fourth quarter, which represents a 16.8 per-
cent rate of decline. Without the Boeing strike,
however, manufacturing employment would have
edged up 100, a 0.1 percent gain. Durable goods
manufacturing employment fell 15,700, a 25.1
percent reduction from the third quarter. Exclud-
ing the strike, durable manufacturing employment
would have declined only 700 (1.2 percent.) With-
out the strike, aerospace employment would have
declined 1,300 in the fourth quarter, more than ac-
counting for the decline in durable manufacturing
employment. Transportation equipment other

than aerospace was also weak in the fourth quar-
ter of 1995, declining by 500 (12.8 percent.)
Aside from transportation equipment, durable
manufacturing employment growth was strong in
the fourth quarter. Employment in machinery
grew 500 while metals employment and lumber
and wood products employment were each up
300. Nondurable manufacturing employment in-
creased 700 (6.4 percent) in the fourth quarter of
1995. The gain was entirely due to food and kin-
dred products which also rose 700 (6.4 percent) in
the quarter. Nonmanufacturing employment rose
a healthy 12,200 in the fourth quarter for an aver-
age annual growth rate of 2.4 percent. Employ-
ment in every sector except state and loca
government increased in the quarter. Services em-
ployment increased 4,600 for a 2.9 percent gain
and trade grew 3,800 or 2.6 percent.

As aresult of the Federal government shutdown
and bad weather in January, the U.S. Department
of Commerce, Bureau of Economic Analysis
(BEA) was not able to update the quarterly state
personal income estimates in January. Normally,
revised estimates through the second quarter of
1995 and preliminary estimates for the third quar-
ter would be available at this time. Wage esti-
mates for all sectors except federal government
and agriculture for the second and third quarters
of 1995 were derived from the Covered Employ-
ment and Payrolls data produced by the Employ-
ment Security Department (see Adjustmentsto
Economic Data.) The preliminary BEA estimates
were used for federad government wages, farm
wages and nonwage personal income in the sec-
ond quarter while the model was used to estimate
these componentsin the third quarter. The third
guarter personal income estimate of $128.589 bil-
lion represents a reduction of $0.291 billion (0.2
percent) from the November forecast. The esti-
mate for wage and salary disbursementsin the
third quarter was $0.168 billion (0.2 percent)
lower than the November forecast assumed while
the nonwage personal income estimate was $123
billion (0.2 percent) lower than expected.



The number of housing units authorized by build-
ing permits rose to 38,500 in October 1995 and
47,000 in November from 30,000 in September.
The December figureis not yet available dueto
the federal government shutdown. The forecast as-
sumes 37,900 units in December, producing
41,100 units in the fourth quarter. The November
forecast had expected 37,900 permits in the quar-
ter. The outlook for housing activity hasim-
proved since November due to lower mortgage
interest rates.

Adjustmentsto Economic Data

Analysis of the preliminary covered employment
and payrolls data for the second quarter of 1995
indicates that the BEA’s preliminary persona in-
come estimate for wage and salary disbursements
istoo low. Since the BEA will eventually bench-
mark its wage and salary estimates to the covered
employment and payrolls datafor all sectors ex-
cept agriculture and the federal government, wage
and salary disbursements for these industries have
been adjusted up atotal of $681 million in the sec-
ond quarter. Unadjusted BEA estimates were
used for farm, federal civilian, and military wages
aswell as all nonwage components of persona in-
come in the second quarter. Due to the federa
government shutdown, third quarter persond in-
come estimates were not available in time for this
forecast. The covered employment and payrolls
datawere used to estimate wages for all sectors
except agriculture and the federal government.
The model was solved for the other components
of personal income.

This forecast utilizes alternative employment esti-
mates which incorporate covered employment
and payrolls data through the third quarter of
1995. In addition, the employment estimates for
the second and third quarters of 1995 have been
adjusted up by 2,900 to reflect the average histori-
cal revision to the covered employment and pay-
rolls data. Finally, the employment pattern from
September 1995 to December 1995 has been ad-
justed to reflect the average revision between the

growth in the preliminary, sample based employ-
ment estimates and the final, covered employ-
ment and payrolls based estimates during these
months. While the monthly pattern is different,
the overal growth from September to December
in the adjusted seriesisvery close to the officia
CES growth in this period.

Washington State For ecast Highlights

The strike by 22,500 Boeing machinistsin the
fourth quarter of 1995 lasted 69 days, 24 days
longer than assumed in the November 1995 fore-
cast. As expected in November, the striking work-
ers were not counted as employed in October and
November but were counted in December. Asa
result, the strike lowered reported payroll employ-
ment by 15,000 in the fourth quarter. The wages
lost as aresult of the strike were offset by bonus
payments in the fourth quarter of 1995 and first
quarter of 1996, however.

After adecline of 39,000 since the first quarter of
1990 (excluding the impact of the Boeing strike)
Washington aerospace employment is assumed to
have reached a trough in the fourth quarter of
1995. Washington aerospace employment is ex-
pected to increase 2,000 in the second half of
1996 and 3,000 per year in 1997, 1998, and 1999.
Hanford related employment has declined 4,800
since the peak in August 1994. The forecast as-
sumes reductions of another 2,000 Hanford em-
ployees during 1996. The electrical machinery
employment forecast incorporates Intel’s an-
nouncement that it will build a plant at DuPont.
The Intel plant is assumed to increase employ-
ment in this sector by 1,000 per year through
1999.

1 Real personal income growth increased to
3.1 percent in fiscal 1995 from 2.0 percent
in 1994. Stronger employment growth and
higher interest rates were largely responsi-
ble for the improvement. Real income
growth isexpectedtoincreaseagainin 1996
to 3.7 percent largely as a result of strong



average wage growth. Slower real income
growth is expected for the remainder of the
current biennium and next biennium, how-
ever. Rea personal income is expected to
rise2.7 percent in fiscal 1997, 3.0 percentin
1998, and 3.2 percent in 1999.

Nominal personal income growth also in-
creased in fiscal 1995 to 5.7 percent from
4.2 percent the previous year as a result of
stronger red growth and an increase in in-
flation. Personal income growth should re-
main relatively constant in 1996 as strong
real growth is offset by a drop in inflation.
The forecast expects income growth of 5.6
percent in fiscal 1996. Both inflation and
real income growth are expected to remain
moderate throughout the forecast. The fore-
cast calls for personal income to grow 5.1
percent in fiscal 1997, 5.4 percent in 1998,
and 5.7 percent in 1999.

Washington wage and salary employment
surged 2.6 percent in fisca 1995, the strong-
est showing since 1991. Despite continued
cutbacks in aerospace, manufacturing em-
ployment posted a 0.3 percent gain for the
first increase in this sector since 1990. Em-
ployment growth is expected to decelerate
as the U.S. economy dlows. The forecast
calls for employment growth to drop to 1.6
percent in 1996, rebounding to 2.7 percent
in 1997 and 1998 and 2.8 percent in 1999.

Lumber and wood products employ-
ment increased 300 in thefourth quarter
of 1995 to 35,500. Employment in this
sector has shown little change since de-
clining sharply inthe 1990-91 recession.
Employment remains 7,000 lower than
the cyclical peak in thefourth quarter of
1988 as timber supply constraints have
reduced Washington's share of the na-
tion’s wood products employment.
Lumber and wood products employ-
ment is expected to continue to trend

down through the remainder of thefore-
cast as a result of sluggish national
growth, regiona supply constraints, and
improved productivity. By the end of
1999 employment is expected to have
declined 1,000 to 34,500.

Officially, aerospace employment
plunged 16,300 in the fourth quarter of
1995 to 63,900. The fourth quarter de-
clinewas mostly theresult of the Boeing
machinists' strike, however, which re-
duced reported employment by 15,000.
Excluding the strike effect, aerospace
employment declined only 1,300 to
78,900. Washington aerospace employ-
ment has declined 39,000 since a peak
of 117,900 in the first quarter of 1990.
The forecast assumes that the fourth
quarter of 1995 marked the trough in
Washington's aerospace cycle. The up-
turn is expected to be moderate com-
pared with past cycles as Boeing
continues to push for higher productiv-
ity. Aerospace employment is expected
to increase a total of 11,300 by the end
of 1999.

Construction employment increased
800 in the fourth quarter of 1995 to
123,000. While the construction boom
of the late 1980’'s ended in mid 1990,
employment has continued to growth
over thelast fiveyearsat an averagerate
of 0.8 percent per year. Only modest
construction employment growth is ex-
pected in the forecast, however, due to
dower population growth. Construction
employment is expected to increase
1,000 by the end of 1996 and a total of
5,000 by the end of 1999, which repre-
sents an average annual growth rate of
1.0 percent per year.

Employment growth in the finance, in-
surance, and real estate sector turned



positive in the fourth quarter of 1995,
rising at astrong 5.1 percent annual rate.
Employment in this sector had declined
3.8 percent during the previous six quar-
ters due to the unwinding of the refi-
nancing boom that resulted fromthe low
interest rates of late 1993 and early
1994. Employment in this sector is ex-
pected to grow 2.0 percent during 1996,
dowing to an averagerate of 1.6 percent
per year through 1999.

Retail trade employment increased at a
2.4 percent rate in the fourth quarter of
1995, in linewith the 2.5 percent growth
for dl four quarters of 1995. The fore-
cast expects a relatively duggish 2.2
percent growth rate in 1996 due to
dumping consumer confidence, sower
population growth, and the lagged ef-
fects of last year’ s aerospace cuts. With
aresumption of U.S. growth and aturn-
around at Boeing, retail trade employ-
ment growth is expected to rebound in
1997, 1998, and 1999 to an average an-
nual rate of 3.2 percent per year.

In spite of substantial reductionsin Han-
ford cleanup employment, services sec-
tor employment rose at a 2.9 percent
annual rate in the fourth quarter of 1995
and 4.0 percent over the year earlier
level. Services employment is expected
to continue to outperform the overal
economy, slowingslightly to 3.4 percent
during the next four quarters but recov-
ering to an average annua rate of 3.9
percent during the rest of the forecast.

State and local government employment
declined 0.1 percent inthefourth quarter
andwasonly 1.1 percent abovetheyear-
ago level. Relatively strong growth is
expected in this sector, however, dueto
an improving local economy and rapid
growth in the school-age population.

State and local government employment
growth is expected to increase to 3.3
percent during 1996, dowing dightly to
and average rate of 2.7 percent per year
in the final three years of the forecast.

4, The number of housing units authorized by
building permit declined 5.5 percent in fis-
cal 1995 to 42,100 from a cyclica peak of
44,500 in 1994. Despite lower mortgage
interest rates, slower population growth and
declining consumer confidence are ex-
pected to result in a 9.0 percent decline to
38,300infiscal 1996. Housing activity, par-
ticularly in the multi-family market, is ex-
pected to improve during the remainder of
the forecast as population growth picks up.
The forecast expects 40,400 units in 1997,

43,400 in 1998, and 46,100 in 1999.

5. Inflation in the Seattle metropolitan area, as
measured by the consumer price index for
all urban consumers, increased to 3.5 per-
cent infiscal 1995 from 2.9 percent in 1994.
Despite the uptick, the locd inflation rate
remains well below the cyclical high of 7.6
percent in 1991, though somewhat higher
than the U.S. rate of 2.9 percent. Continued
moderate U.S. inflation combined with the
lagged impact of aweak local economy are
expected to hold the local inflation rate to
2.5 percent per year infiscal 1996 and 1997.
As economic growth and net migration in-
creaselater intheforecast, regional inflation
isalso expected torise. Theforecast expects
the Seattle CPI to rise 2.7 percent in fisca

1998 and 3.2 percent in 1999.

Table 1.2 provides afiscal year summary of the

state economic indicators.
Alter native For ecasts

Asrequired by statute, two alternatives to the

baseline forecast have also been adopted by the

Forecast Council. One of these was based on



more optimistic economic assumptions than the
baseline and one was based on more pessimistic
assumptions. These adternatives are summarized
inTable1.3.

The optimistic alternative forecast assumes that
the economy has a potential growth rate of 3.0
percent per year (1987 fixed weight basis) rather
than 2.5 percent asin the baseline forecast. Asa
result, the economy can sustain higher growth
with low inflation. The impetus for higher growth
comes from higher consumer confidence and a
continuation of the investment boom of the last
three years. Because potential GDP growth is
higher than in the baseline and inflation remains
under control, the Fed’s stance remains relatively
accommodeative. These adjustments were supple-
mented at the state level with higher personal in-
come, astronger rebound in aerospace
employment than assumed in the baseline fore-
cast, and higher wage and price growth in Wash-
ington. Population growth and construction
employment were aso enhanced in the optimistic
aternative. By the end of the 1995-97 biennium,
Washington nonagricultural employment is
55,000 higher than in the baseline forecast and
Washington personal income is $5.7 billion
higher. The optimistic scenario generated $508
million (2.9 percent) more Genera Fund-State
Revenue in the 1995-97 biennium than did the
baseline forecast.

A recession in 1996 is still possible. In the pessi-
mistic aternative forecast, deteriorating consumer
confidence and a sharper inventory correction
than in the baseline forecast turn the current slow-
down into an outright recession. In this“hard
landing” scenario, real GDP declines 1.3 percent
from the peak in the first quarter of 1996 to the
trough in the third quarter of 1996. Inflation is
lower than in the baseline due to the dack econ-
omy. Interest rates are also lower as the Fed at-
tempts to stimulate the economy. Locally, the
aerospace industry continues to contract rather
than expand as in the baseline forecast. Washing-
ton wages and prices grow more dowly thanin

the baseline forecast and Washington persond in-
comeislower. Population growth isalso lower in
this scenario asis construction employment
growth. At the end of the 1995-97 biennium,
Washington nonagricultural employment is
70,100 lower than in the baseline forecast and
Washington personal income is $7.5 billion
lower. The pessimistic scenario produced $602
million (3.5 percent) less revenue in 1995-97 than
did the baseline forecast.

Governor’s Council of Economic Advisors
Scenario

In addition to the optimistic and pessimistic fore-
casts, the staff has prepared aforecast based on
the opinions of the Governor’s Council of Eco-
nomic Advisors (GCEA) as summarized in Table
1.3. Inthe GCEA scenario, the U.S. and state fore-
casts were adjusted to match the average view of
the Council members. The differences between
the Governor’s Council scenario and the baseline
were inggnificant. The GCEA forecast for the
U.S. economy in fiscal 1996 was virtually identi-
cal to the baseline forecast in all respects. The
Governor’s Council members expected dlightly
higher real growth, inflation, and interest ratesin
fiscal 1997 than did the baseline forecast, how-
ever. The GCEA forecast for Washington State
was aso very similar to the baseline forecast. The
Governor’s Council members agreed with the
baseline forecast of employment and real income
growth in both fiscal 1996 and 1997. The GCEA
nomina personal income growth forecast was
slightly higher than the baseline, though, due to
the higher inflation forecast. The Governor’'s
Council members expected slightly more housing
permitsin fiscal 1996 but fewer in 1997 thanin
the baseline forecast. At the end of the 1995-97 bi-
ennium, Washington nonagricultural employment
is400 lower in the GCEA scenario than in the
baseline forecast but \Washington personal in-
comeis $0.4 billion higher. The Governor’s
Council scenario generated just $17 million (0.1
percent) more General Fund-State revenue in the
1995-97 biennium than did the baseline forecast.



TABLE 1.1

U.S. Economic Forecast Summary

Forecast 1996 to 1999

1992

1993 1994

1995

1996

Real National Income Accounts (Billions of 1987 Dollars)

Real Gross Domestic Product
% Ch
Real Consumption
% Ch

Real Nonresidential Fixed Investment

% Ch

Real Residential Fixed Investment

% Ch
Real Personal Income
% Ch
Real Per Capita Income ($/Person)
% Ch

U.S. Implicit Price Deflator (1987=1.0)

% Ch

U.S. Consumer Price Index (1982-84=1.0)

% Ch

Employment Cost Index (June 1989=1.0)

% Ch

4906.7 5058.0 5233.2
0.7 31 35
3293.0 34044 3520.7
09 34 34
513.2 553.4 6317
-3.7 7.8 14.2
183.0 205.3 224.8
54 12.2 9.5
4097.8 42146 43230
10 2.8 2.6
16,107 16,392 16,643
-0.1 18 15

Price and Wage Indexes
1.216 1.252 1.278
33 2.9 21
1.383 1.426 1.463
3.2 31 2.6
1.105 1.134 1.169
34 2.6 31

Current Dollar National Income (Billions of Dollars)

Gross Domestic Product
% Ch

Personal Income
% Ch

U.S. Civilian Labor Force
Totad U.S. Employment
Unemployment Rate (%)

Wage and Salary Employment
% Ch
Manufacturing
% Ch
Durable Manufacturing
% Ch
Nondurable Manufacturing
% Ch
Nonmanufacturing
% Ch
Services
% Ch

Auto Sales (Millions)
% Ch
Housing Starts (Millions)
% Ch
Federa Budget Surplus (Billions)
Net Exports (Billions)

3-Month Treasury Bill Rate (%)
30-Year U.S. Govt. Bond Rate (%)
Mortgage Rate (%0)

5856.2 6187.2 65255
4.0 57 55
4984.4 52758 5524.1
4.4 5.8 4.7
Employment (Millions)
126.0 1275 129.6
1171 118.3 121.1
7.12 7.19 6.52
108.22 109.48 112.29
-0.6 12 2.6
18.23 18.08 18.15
-2.6 -0.8 04
10.40 10.24 10.29
-4.0 -1.6 05
7.83 7.85 7.86
-0.8 0.2 0.1
89.99 91.40 94.14
-0.2 16 30
28.63 29.60 30.80
18 34 41
Miscellaneous I ndicators
84 85 9.1
-4.9 1.0 6.8
1.131 1.204 1.396
10.8 6.5 15.9
-256.0 -2716 -1916
-19.0 -48.2 -83.1
4.37 3.02 3.32
7.93 7.23 6.59
8.84 7.85 7.47

5439.7 5576.7
39 25
36331 37418
32 30
7239 7958
14.6 9.9
2281  230.2
15 0.9
44995 46398
41 31
17,153 17,520
31 21
1309 1.333
24 19
1505 1545
29 27
1203 1.239
29 31
69241 7219.2
6.1 43
5890.3 6187.2
6.6 5.0
1318 1330
1243 1255
5.69 5.62
11556 11741
29 16
1844 1824
16 -11
1056 1054
26 -0.2
7.88 7.70
0.3 -2.2
9713  99.17
32 21
3219 3332
45 35

9.0 8.9
-0.9 -12
1393 1.365
-0.2 -20
-1483 -150.2
-111.1  -1119
5.27 5.08
754 6.16
8.63 7.24

FISCAL YEARS

1997

1998

1999




TABLE 1.2
Washington Economic Forecast Summary

Forecast 1996 to 1999

1992 1993 1994 1995
Real Income (Billions of 1987 Dollars)
Real Personal Income 86.292 90.110 91956 94.835
% Ch 38 44 20 31
Real Wage and Sdlary Disb. 49440 51335 51722 53.130
% Ch 38 38 0.8 27
Real Nonwage Income 36.852 38.775 40234 41.704
% Ch 37 5.2 38 37
Real Per Capita Income ($/Person) 16911 17,251 17,276 17,507
% Ch 13 20 01 13
Price and Wage Indexes

U.S. Implicit Price Deflator (1987=1.0) 1216 1252 1278 1309
% Ch 33 29 21 24
Seattle Cons. Price Index (1982-84=1.0) 1365 1411 1452 1502
% Ch 40 33 29 35
Avg. Hourly Earnings-Mfg. ($/Hour) 1358 1391 1422 1445
% Ch 38 24 23 16

Current Dollar I ncome (Billions of Dollars)

Nonfarm Personal Income 103.991 111.672 116.356 123.301

%Ch 7.2 74 4.2 6.0
Persona Income 104.965 112.798 117.502 124.147
%Ch 7.2 75 42 57
Disposable Personal Income 91.678 98540 102.231 107.899
%Ch 1.7 75 3.7 55
Per Capitalncome ($/Person) 20569 21594 22,074 22917
%Ch 4.7 5.0 22 38
Employment (Thousands)
Washington Civilian Labor Force 25817 26810 27076 27483
Totd Washington Employment 24024 24729 25179 2581.1
Unemployment Rate (%) 6.94 7.76 7.01 6.08
Wage and Salary Employment 22014 22358 22754 2334.0
%Ch 19 16 18 26
Manufacturing 3499 3444 3373 3383
%Ch -2.8 -16 -21 0.3
Durable Manufacturing 2491 2420 2325 2308
%Ch -2.6 -2.9 -39 -0.7
Aerospace 1148 1078 96.5 89.4
%Ch -04 -6.1 -105 -74
Nondurable Manufacturing 1008 1025 1048 1075
%Ch -34 16 23 26
Nonmanufacturing 18515 1891.3 19380 1995.7
%Ch 28 22 25 30
Congtruction 1187 1185 1219 1230
%Ch 04 -01 29 0.9
Services 5467 5682 5858 6116
%Ch 51 39 31 44

Housing Indicators
Housing Units Authorized (Thousands) 36.941 38245 44523 42.053
%Ch 0.2 35 16.4 -55
Mortgage Rate (%0) 8.84 7.85 7.47 8.63

1996

98.345
3.7
55.170
38
43.175
35
17,887
22

1.333
19
1.539
25
14.12
-2.3

130.151
5.6
131.146
5.6
113.900
5.6
23,852
41

2816.1
2636.1
6.39

23715
16
329.3
-2.7
220.7
-4.4
75.6
-154
108.6
10
2042.2
23
122.7
-0.2
634.2
37

38.269
-9.0
7.24

FISCAL YEARS
1997 1998 1999
100.986 104.049 107.365
27 30 32
56.854 58.729 60.685
31 33 33
44132 45320 46.680
22 27 30
18,096 18,315 18,535
12 12 12
1364 139% 1430
23 23 25
1578 1621 1.673
25 27 32
1460 1485 1515
34 17 20
136.774 144.223 152.524
51 54 5.8
137.769 145.231 153.574
51 54 57
120.005 126.491 133.756
54 54 57
24,686 25564 26,512
35 3.6 37
2869.6 29362 3009.5
26939 27636 2837.1
6.12 5.88 5.73
24344 25011 25713
27 27 28
3380 3454 3526
26 22 21
2280 2333 2384
33 23 22
815 845 875
7.8 38 35
1100 1122 1143
13 20 19
2096.4 21557 22187
27 28 29
1243 1254 1270
12 0.9 13
6572 6849 7120
3.6 42 4.0
40.356 43.375 46.093
55 75 6.3
6.87 6.90 6.76




TABLE 1.3

Comparison of Alternative Forecasts

u.s.

Real GDP
% Ch

Implicit Price Deflator
% Ch

Mortgage Rate

3 Month T-Bill Rate

Washington

Real Personal Income
% Ch
Personal Income
% Ch
Employment
% Ch
Housing Permits
% Ch

Fiscal Year 1995

5439.7 5439.7 5439.7 5439.7
39 39 39 39
1309 1309 1309 1.309
24 24 24 24
8.63 8.63 8.63 8.63
527 527 527 527

94.835 94.835 94.835 94.835
31 31 31 31
124.148 124.148 124.148 124.148
5.7 5.7 5.7 5.7
2334.0 2334.0 2334.0 2334.0
26 26 26 26
42.053 42.053 42.053 42.053
-55 -55 -55 -55

Fiscal Year 1996

o B P G

5589.6 5576.7 5549.9 5575.6
28 25 20 25
1333 1333 1333 133#4
1.8 1.9 1.8 1.9
7.39 7.24 7.08 7.25
520 5.08 4.84 5.10

99.278 98.345 97.353 98.335
4.7 3.7 2.7 3.7
132.318 131.146 129.760 131.167
6.6 56 4.5 5.7
23774 23715 23639 23716
1.9 16 13 16
38.915 38.269 36.632 38.560
-7.5 -90 -129 -8.3

(O) Optimistic; (B) Baseline; (P) Pessimistic; (G) Governor’s Council of Economic Advisors

Fiscal Year 1997

o B P G

5769.1 5706.6 5578.7 5707.1
3.2 2.3 05 24
1358 1364 1360 1.366
1.9 2.3 20 24
7.52 6.87 6.26 6.97
537 4.65 3.54 4.74

104.713 100.986 96.708 100.983
55 2.7 -0.7 2.7
142.254 137.769 131.492 137.972
75 51 13 52
24740 24344 2379.8 24353
4.1 2.7 0.7 2.7
44.178 40.356 34.973 40.209
135 55 -4.5 4.3




TABLE 14
Forecast Analysis

Comparison of Forecasts for 1995-97

Forecast Date

us
Percent Growth, 95:2-97:2

Real GDP
Implicit Price Deflator

Average Rate, 95:2 t0 97:2

3 Month T-Bill Rate
Mortgage Rate

Washington
Percent Growth, 95:2-97:2

Employment
Persona Income
Red Personal Income

Total, 95:2-97:2

Housing Units Authorized
(Thousands)

1994
Feb. June Sept. Nov.

54 49 57 54
64 69 63 61

3.27 343 435 456
738 761 8.05 821

54 51 58 60
122 126 13.7 138
55 53 70 72

63.3 656 629 753

1995
Mar. June Sept. Nov.

49 52 49 51
61 55 54 48

510 514 482 5.00
836 798 7.58 7.57

44 38 47 56
114 109 111 114
49 51 54 63

744 718 757 747

1996

Feb. June Sept. Nov.

51
4.2

4.86
7.06

4.7
10.5
6.0

78.6

1997
Mar. June




TABLE 1.5
Forecast Comparison

U.S.
Real GDP

February Baseline
% Ch

November Basdline
% Ch

Implicit Price Deflator

February Baseline
% Ch

November Baseline
% Ch

U.S. Unemployment Rate

February Baseline
November Basdline

Mortgage Rate

February Baseline
November Basdline

3 Month T-Bill Rate

February Baseline
November Basdline

Washington
Real Personal | ncome

February Baseline
% Ch

November Baseline
% Ch

Personal | ncome

February Baseline
% Ch

November Basdline
% Ch

Employment

February Baseline
% Ch

November Basdline
% Ch

Housing Permits

February Baseline
% Ch
November Basdline

% Ch

1995

94.835
3.1
94.787
31

124.148

1996

5.08
512

98.345
3.7
98.188
3.6

131.146

FISCAL YEARS

1997

100.986
2.7
101.046
29

137.769

12



TABLE 1.6
L ong Range Economic Outlook

Forecast 1996 to 2006

U.Sx*

Real GDP, % Ch

Implicit Price Deflator, % Ch

3 Month T-Bill Rate

Mortgage Rate

State**

Real Personal Income, % Ch

Personal Income, % Ch

Employment, % Ch

* February 1996 Basdine ( 1996-1999) extended with the DRI January 1996 Trendlong Forecast.
*x February 1996 Basdine (1996-1999) judgmentally extended through 2006.

1996

21

21

4.73

6.89

3.2

5.4

22

1997

2.7

2.3

4.68

6.93

2.8

5.2

2.6

1998

24

24

4.64

6.84

31

5.5

2.8

1999

2.6

2.6

4.64

6.67

34

6.1

2.7

2000

2.6

2.7

4.64

6.58

2.5

5.3

20

2001

2.3

29

4.43

6.37

2.5

5.4

20

2002

22

29

421

6.25

2.5

5.5

20

2003

2.3

3.0

421

6.25

2.5

5.6

20

2004

22

3.2

421

6.28

2.5

5.8

20

2005

22

3.3

421

6.32

2.5

5.9

20

2006

2.3

3.6

421

6.35

2.5

6.2

20




Comparison of Washington and U.S. Economic For ecasts
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Comparison of Washington and U.S. Economic For ecasts
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Comparison of Washington and U.S. Economic For ecasts
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Comparison of Alternative U.S.
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Comparison of Alter native Washington Forecasts
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Chapter 2

Washington Business I ndicators

State Economic Activity

Washington’s economy slowed down in the sec-
ond haf of 1995. Employment grew at a 1.1 per-
cent rate in the third quarter and declined 1.1
percent in the fourth quarter because of the Boe-
ing strike (Chart 2.1). For the year, employment
grew 1.3 percent, down from 1994's 2.3 percent.
The state’ s seasonally adjusted unemployment
rate for the year ended at 5.8 percent (Chart 2.3).
Because of sampling problems, however, this
number understated the actual rate by up to half a
percent, and is likely to be revised up. January’s
5.7 percent rateis also likely to be revised up.

The state index of leading indicatorsfell 0.3 per-
cent in January to 100.2 (Chart 2.5). Five of the
seven components declined. The Atlanta Federd
Reserve exchange rate index, aweighted average
index of 18 currencies, rose 1.1 percent, making it
slightly more difficult for Washington exporters
to sell abroad; initial claims for unemployment in-
surance rose to a seasonally adjusted 55 thousand
(Chart 2.6), which, excluding November, was the
highest it has been since July 1992; the U.S. in-
dex of leading indicators fell .5 percent; housing
starts declined to an annualized rate of 40 thou-
sand (Chart 2.8), a solid number, but nonetheless
down from December’ s 48 thousand; and the Se-
attle Times help-wanted index fell dightly from
118to 116.5 (Chart 2.7). Two components of the
index improved. Average weekly hours rose from
39.3 t0 40.0, and aerospace employment rose
from 79.2 to 80.3 thousand (Chart 2.2).

Purchasing managers in Washington continue to
experience good times, according to the purchas-
ing management index (Chart 2.12). When the in-
dex stands at 50, half of purchasing managers are
experiencing better times and half worse times.
February’s index rose from 54 in January to 57.
For some reason, Washington purchasing manag-

19

ers are experiencing better times than those in the
rest of the U.S. The Washington index has re-
mained over 50 since September 1993, despite a
weakened economy in 1995. The U.S. index has
been under 50 since May 1995.

California s recovering economy is having an im-
pact on state in-migration. In the past five years,
about 27 percent of new Washingtonians have
come from California. This number isfalling, ac-
cording to the number of out-of-state driversregis-
tering in the state (Chart 2.10), and is currently 24
percent and falling. The out-of-state drivers data-
base indicates that in-migration from other states
isalso slowing.

U.S. Economic Activity

The U.S. economy slowed down in the fourth
quarter of 1995, with fourth quarter GDP growing
0.9 percent (Chart 2.13). Cold weather and a sec-
ond government shutdown kept the national econ-
omy weak in January. The direction and strength
of the economy in early March was hard to pin-
point because of conflicting data. Most statistics
indicate that the economy remains weak. Thein-
dex of leading indicators fell 0.5 percent and
dropped to its lowest level since 1993 (Chart
2.15). Theindex of industria production was
similarly weak and at its lowest level since 1991.
The national purchasing manager’ sindex was
slightly below 45.

Four releasesin early March, however, told a dif-
ferent story. First, Michigan'sindex of consumer
expectations, which fell abruptly from 99 to 88 in
December, recovered in February, rising to 97.
Second, the U.S. economy added 700,000 jobsin
February, the largest monthly increase since No-
vember 1983. As aresult, the unemployment rate
fell to 5.5 percent, arate consistent with full em-
ployment. Third, new home sales rose 4.2 percent



in January, indicates the housing market is
stronger than previously believed. Fourth, the
stock market continued to hit record levels, al-
though the Dow Jones index suffered a 172 point
drop three days before this report went to press.

In testimony before Congressin mid February,
Alan Greenspan stated that the economy would
be weak during thefirst half of 1996 and would
pick up asthe year went by. There isa good
chance that the pick-up may have already begun.

20



Key Economic Indicators

CHART 2.1

Annual Employment Growth in Washington and in the US.
January 1980 to January 1995
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CHART 2.3
Unemployment Rate
Seasonally Adjusted, January 1980 to February 1995
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CHART 2.2
Aerospace Employment
January 1959 to January 1995
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Washington State L eading Indicators
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Other State Economic Indicators

CHART 2.9
New Business Registrations with the Dept. of Revenue

January 1990 to December 1995

CHART 2.10
Out-of-State Drivers M oving into Washington
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New Car and Truck Salesin Washington
Dec 1970. to Dec. 1995 (6-Month Moving Average, Seasonally Adjusted)
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CHART 2.12
Purchasing M anagement Composite | ndex
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Other Economic Indicators

CHART 2.13

Quarterly U.S. GDP Growth (Chain-weighted)

1979-1 to 1995-1V

10%

8% N — {—Dehain—Weightet} —— | —————————————————————————————————————————————————————————

5% 11l }5

3% [ - A H [

0% - ”

-3% [

-5%

-8%

1979 1980 1982 1983 1985 1986 1988 1989 1991 1992 1994 1995

CHART 2.15

U.S. Economic Indicators

January 1969 to January 1995, 1987=100
120

110

Leading Coincident Lagging
- —_ B

100 [ T Ty
- N, -
20 - L
80 [ e S e
° /'W/ 77777

60
1969 1971 1973 1975 1977 1979 1981
Shaded areas correspond to U.S. recessions.

1983 1985 1987 1989 1991 1993 1995

CHART 2.14
Inflation (CPI)
January 1973 - January 1995
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TABLE 2.1
Washinington Business|ndicators

Historical Data
Washington us Sesttle u.sS Washington u.s
Index of Index of Index of Index of Purchasing Purchasing
Leading Leading Help-Wanted Help-Wanted Management Management
Indicators Indicators Advertising  Advertising Index Index

1994:1 101.2 100.6 96.1 77 43.6 56.6
1994:2 100.5 100.6 91.7 79 59.7 55.9
1994:3 100.2 101.4 85.6 80 60.6 56.2
1994:4 100.1 101.3 87.0 80 65.5 57.6
1994:5 100.5 101.5 91.1 83 58.5 57.5
1994:6 100.7 101.9 93.4 81 54.8 58.5
1994:7 101.5 101.8 100.5 85 54.5 58.3
1994:8 101.5 102.4 97.0 82 57.7 57.5
1994:9 101.7 102.5 100.3 83 63.5 59.2
1994:10 102.0 102.3 103.4 88 59.5 59.7
1994:11 101.7 102.4 104.5 87 57.2 59.9
1994:12 101.5 102.6 102.7 90 60.3 57.5
1995:1 101.8 102.6 110.9 87 51.6 57.9
1995:2 101.5 102.4 110.0 86 61.1 54.5
1995:3 101.9 101.9 111.3 85 61.0 51.4
1995:4 102.3 101.3 115.3 86 62.2 52.0
1995:5 101.7 101.1 105.7 80 61.8 46.1
1995:6 102.0 101.3 111.7 81 55.3 45.7
1995:7 101.5 101.1 112.9 85 60.1 50.5
1995:8 101.3 101.2 112.9 84 67.2 46.9
1995:9 101.0 101.1 115.2 83 58.7 48.9
1995:10 97.8 100.7 114.9 84 55.9 46.8
1995:11 97.8 100.5 114.7 82 63.4 46.0
1995:12 97.9 100.7 118.0 88 63.9 46.0
1996:1 100.5 100.2 116.5 58 53.1

&R
NN

1992:2 100.2 87 58.0




Chapter 3

Washington State Revenue
Forecast Summary

The Economic and Revenue Forecast Council ap-
proved a $109.3 million reduction to the General
Fund-State forecast for the 1995-97 biennium on
February 20, 1996. The reduction was dueto a
combination of weaker than expected collections
and alower economic forecast. Nationally, fourth
quarter was weak and the economic forecast ex-
pects slower growth for the remainder of the bien-
nium. The outlook for state job growth was
reduced in February based on the weaker U.S. out
look as well as aweaker than expected fourth
quarter. The state’'s overall employment reduction
was mitigated by a more positive aerospace em-
ployment outlook than was assumed in Novem-
ber. In addition to the $109.3 million change due
to economic factors, the February General Fund
forecast incorporated a 1996 tax law change, SB
6117, which reduced the business and occupation
(B&O) tax rates on service activities. Thislow-
ered the forecast for the 1995-97 biennium by
$132.4 million. The combination of alower eco-
nomic outlook and legidation reduces the General
Fund-State forecast for the 1995-97 biennium by
$241.7 million.

1995 ended meekly with fourth quarter real gross
domestic product (GDP) up only 1.2 percent

(fixed weight basis) after rising 4.2 percent in the
third quarter. Nationally, Christmas spending was
disappointing, purchasing managers indicated
continued weakness in the manufacturing sector
and poor weather aong with the partial shutdown
of the federal government contributed to a weaker
than expected fourth quarter. In Washington, the
Boeing strike reinforced the weakness nationally
resulting in sower than expected consumer and
business spending. Genera Fund tax collections
during the last three months were $45 million be-
low the November forecast. This shortfall is con-
sistent with weaker than expected fourth quarter
employment and income growth.

The shortfall in revenue over the past three
months, less growth nationally and aweaker state
employment outlook, accounted for the change to
the 1995-97 General Fund forecast in February.
The reduction to the forecast was modest, less
than 0.6, percent and nearly half of the revisionis
due to actua collection experience. Despite a
weak fourth quarter and expectations of a softer
national economy, the current economic expan-
sion is expected to continue. Washington's econ-
omy and revenue is expected to grow modestly

TABLE 3.1

Revision to the Gener al Fund-State For ecast
February 1996
(Millions of Dollars)

February 1996 Revenue Forecast Revision
Legidlation
Forecast Change 1

Total Change

CASH BASIS
1995-1997
Fiscal 1996 Fiscal 1997 Biennium
($34.4) ($98.0) ($132.4)
(52.1) (57.2) (109.3)
($86.5) ($155.2) ($241.7)

lFebruary 1996 Forecast change, excluding legislation (cash basis).




along with the national economy during the re-
mainder of the biennium.

The combination of economic and legislative
changes to the revenue forecast in February re-
duces the estimated ending balance for the 1995-
97 biennium to $489.4 million on a cash basis.
On aGAAP (Generally Accepted Accounting
Principles) basis the projected ending balance for
the 1995-97 biennium is now $418.6 million.
Thisis based on the February forecast update and
the pre-session appropriation level of $17.6 bil-
lion. Thelegislatureis currently in session. Legis-
lative action during the session, including
adoption of asupplemental budget and/or other
tax law changes, may alter these projected ending
bal ance estimates. The February forecast for the
1995-97 biennium of $17,426.8 million remains
below the current estimate of the Initiative 601
spending limit of $17,899 million.

The Council also adopted a forecast for the 1997-
99 biennium in February. Theinitial General
Fund-State forecast for the two year period begin-
ning July 1997 totals $19,198.8 million. Thisis
10.2 percent above the forecast for the current bi-
ennium. It is $178 million below the current esti-
mate of the 601 spending limit of $19,019 million
for the 1997-99 biennium.

Background and Assumptions

The Washington State General Fund-State fore-
cast is prepared quarterly in conjunction with the
state economic forecast for the Economic and
Revenue Forecast Council. The Economic and
Revenue Forecast Council was created by Chap-
ter 138, Laws of 1984, to provide an objective
revenue forecast for both executive and legisla-
tive branches of state government. The Council
consists of six members, two appointed by the
Governor and two appointed by the Legislature
from each caucus of the Senate and House of Rep-
resentatives. Current members of the Economic
and Revenue Forecast Council arelisted inside
the front cover of this publication. The Genera

Fund-State revenue forecast is updated four times
per year: March (February in even-numbered
years), June, September, and November. Each
state agency engaged in revenue collection isre-
sponsible for forecasting revenues it collects or
administers. The staff of the Economic and Reve-
nue Forecast Council is responsible for the prepa-
ration of the state economic forecast and the
revenue forecast of the Department of Revenue's
Generd Fund-State sources. The staff isalso re-
sponsible for review and coordination of the reve-
nue forecasts of agencies that collect relatively
large amounts of General Fund-State revenue.
These are the Department of Licensing, the Lot-
tery Commission, the Insurance Commissioner’s
Office, the State Treasurer, the Liquor Control
Board and the Office of Financial Management.
The Office of Financial Management is responsi-
ble for summarizing the forecasts of al other state
agencies which collect relatively smaller amounts
of Genera Fund-State revenue as well as oversee-
ing the tuition forecasts which are prepared by the
various colleges and universities. For each quar-
terly update, the staff of the Economic and Reve-
nue Forecast Council, under direction of the
Executive Director, reviews (and if warranted,
modifies) a national economic forecast prepared
by Data Resources Incorporated (DRI). A state
economic forecast is then prepared using an
econometric model that links Washington's econ-
omy to the national economy. DRI’ s national fore-
cast isthe primary driver for the state economic
forecast. After review by the Governor’s Council
of Economic Advisors, the economic forecast is
used to prepare a baseline forecast of General
Fund-State revenue. Agencies and the staff of the
Forecast Council use the economic forecast, in
conjunction with revenue moded s, to prepare a
Generd Fund-State revenue forecast. The revenue
forecasts for most major General Fund sources
are prepared using econometric models which
link the tax base of major Genera Fund taxes to
the national and state economic forecast. A base-
line revenue forecast, along with at least two alter-
native forecasts, is prepared for al General
Fund-State sources and presented to the Forecast



TABLE 3.2

Economic and Revenue Forecast Flow Chart’

Generd Fund-State
1995-97 Biennium
(Amounts of Millions)

National Economic
Forecast

Preliminary
Washington State
Economic Forecast

Sales** $8,556.3
Use $550.5
Business and Occupation $3,234.1
Public Utility $385.6
Liquor Taxes $143.0
Department of Revenue | | Property Tax (Schools) $2,242.9|
Cigarette $141.5
Real Estate Excise $486.1
Timber Excise $57.3
All Other $463.5
I nsurance Commissioner L Insurance Premiums $317.0

Final National and
Washington Economic
Forecast

* Cash Bass

Review by
Governor’s Economic . : | | Motor Vehicle Excise $788.4
. Department of Licensin
Advisors P g Other DOL $45.1
|
Review by Liquor Control Board — Ligquor Excess Funds/Fees $54.9
Forecast Council
and Workgroup

Lottery Commission

Lottery Revenue

$249.2

State Treasurer

Interest Income

$125.5

Total
General Fund
State Revenue

approved by the
Economic and
Revenue Forecast
Council

$17,426.8

[oFm

All Other Agencies

All Other Revenue and Transfers

($414.1)

** Rental car salestax isincluded in the Department of Revenue “Other” category.




Council for approval. Once a forecast isapproved
by the Council it becomes the official forecast of
Generd Fund-State revenue. An outline of the
forecast process, including a summary of the base-
line forecast for the 1995-97 biennium (cash ba-
sis) approved by the Forecast Council on
February 20, 1996, is shown in Table 3.2.

February 1996 Forecast Assumptions

1.

The February 1996 forecast is based on cur-
rent law and administrative practices. The
February General Fund-state forecast in-
cludes a $132.4 million reduction to the
1995-97 biennium due to atax law change.
Thislegidation (SB 6117) reduced thebusi-
ness and occupation tax rates on service
activities. After passing thelegislatureinthe
early days of the 1996 session, this legisla-
tion was vetoed by the Governor. However,
the veto was overridden by the legislaturein
|ate January and the tax cut became* current
law” prior to the update of the forecast in
February. Any other legidation affecting
revenue for the 1995-97 biennium enacted
inthe 1996 legislative session will beincor-
porated into the forecast in June 1996.

The baseline revenue forecast for the 1995-
97 biennium is based upon the economic
forecast presented in Chapter 1 of this pub-
lication. The outlook for the state's econ-
omy and revenue isin part based on DRI’s
January 1996 interim forecast for the U.S.

The February forecast of interest earnings
assumes that the June 30, 1995 ending bal-
ances for the General Fund and the Budget
Stabilization Account are applied to the July
1, 1995 beginning General Fund balance.

Thereare several legal challengesto various
aspects of the state’ stax laws or administra-
tion. Most of these actions are in litigation
and are either unresolved or are on appeal.
Any impact on General Fund-State receipts
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or revenue will not be incorporated into the
Generd Fund-State forecast until the issue
has been finally resolved.

There are some non-economic assumptions
affecting General Fund-State revenues em-
bedded in the forecast for the 1995-97 bien-
nium. Some of these are summarized bel ow.

Beginning July 1992, higher education
tuition and fees are no longer part of the
state Genera Fund. Instead, revenues
from tuition and fees are placed in the
operating fund of theindividual colleges
and universities. Because of thischange,
tuition and feesare included in only one
year of the 1991-93 biennium Generd
Fund-State revenue total and are ex-
cluded from the 1993-95, 1995-97, and
1997-99 biennial totals. The legidation
enacting this change stipulates that the
tuition and fee forecast is still to be
reviewed by the Economic and Revenue
Forecast Council. Pursuant to this, we
have included the tuition forecast sepa-
rately in Table 3.14.

There have been several legidative and
other non-economic changes which af-
fected actua receipts for the 1991-93
and the 1993-95 biennia as well as the
forecast for the 1995-97 biennium. Ac-
tual General Fund-State receipts for the
1991-93 biennium include $179 million
due to legidation. The 1993-95 bien-
nium total has been increased by a net
$330 million as aresult of action by the
Legidature. The forecast for the 1995-
97 biennium has been reduced $575 mil -
lion due to legidation. This includes
$132 million of reductions enacted dur-
ing the 1996 session in January.



Recent Collection Experience

Generad Fund-State collections were $45.3 mil -
lion below the forecast in the three months since
the last forecast. The shortfall was somewhat
worse than the net collection figure indicates.
Revenue Act taxes, the state’s major excise taxes
(retail sales, business and occupation, use, public
utility, and tobacco products taxes), were $54.3
million less than expected. This shortfall was par-
tially offset by higher estate taxes, reflecting an
unexpected payment by alarge estate. The
weaker than expected Revenue Act collections
during the November 11 through February 10 col-
lection period ( October through December busi-
ness activity) reflects a poor holiday shopping
season, paralleling the experience nationdly. A
weaker than expected real estate market and a
longer than assumed strike at Boeing also likely
contributed to weaker than expected activity.
Revenue Act collections in the fourth quarter
were 1.7 percent below ayear ago. This decline
includes the impact of tax law changes, thus over-
stating the weakness of business activity. A vari-
ety of tax law changes. B& O surtax reductions,
expansion of the sales tax deferral program, and
enactment of a sales and use tax exemption for
machinery and equipment purchased by manufac-
turers, have significantly reduced tax paymentsin
fiscal 1996. However, even after adjusting for leg-
idation and some unusually large year-ago trans-
actions, receipts were still quite weak, only 2.3
percent above the year-ago level in the fourth
guarter. Thiswas about half the increase in the
third quarter and much below a strong 6.2 percent
increase in the second quarter. Preliminary data
for the last three months showed strength in some
retailing sectors, finance, insurance and real estate
and in the mote and hotel sector. Manufacturing
and construction were weak along with transporta-
tion, communications and utilities. Within retail-
ing, early data indicated good growth for food
stores as well as the building materials and hard-
ware sector. Eating and drinking places, furniture
and appliance deders and miscellaneous retailers,
however, were weak.
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TABLE 3.3

Collection Variance

November 11 1995 - February 10, 1996
Based on November 1995 Forecast
(Millions of Dollars)

Collection  Percent of

Agency Variance Estimate
Department of Revenue

Revenue Act* ($54.3) (3.2%)
Non Revenue Act** 171 2.8

Subtotal ($37.2) (1.6%)
Department of Licensing** ($0.5) (0.5%)
Lottery** (7.6) (21.8%)
Total ($45.3) (1.8%)

* Revenue Act taxes consist of retail sales, business and
occupation, use, public utility, and tobacco products
taxes as well as penalty and interest receipts. Variance
based on collections November 11 - February 10, 1996.

** \/ariance based on collections from November 1995
through January 1996. Major Non Revenue Act taxesin
this category include: state property tax levy, real estate
excisetax and estate tax.

*** \Variancefor other agencies’ General Fund revenue
and transfers. Detail may not add to total due to round-

ing.

Other General Fund taxes collected by the Depart-
ment of Revenue were $17.1 million, above the
estimate for the three months since the November
forecast. Estate tax, property tax and revenue
from state forest funds and unclaimed property
transfers to the General Fund were above expecta-
tions during the last three months. Most other ma-
jor taxes in this category, including cigarette and
real estate excise tax receipts, were below the
forecast during the last three months. Higher than
expected estate tax payments accounted for $13.7
million of the total $17.1 million non Revenue
Act variance. Estate tax payments are volatile and
the higher than expected collections primarily re-
flect settlement of one very large estate. State for-
est fund revenue, which is the state share of
revenue from the sale of timber on some state
lands, was also significantly above ($5.1 million)
expectations. Very high harvest levels from forest



board lands pushed state forest fund receipts up
more than 367 percent over the year-ago level in
the fourth quarter of 1995, after increasing 184
percent in the third quarter.

Theredl estate market has remained sluggish re-
sulting in a$4.6 million shortfall in real estate ex-
cisereceipts. Taxable real estate excise activity in
December (closings reported by counties and re-
flecting January General Fund collections) was
2.9 percent above the year-ago level, after declin-
ing 10.5 percent in November. As awhole, fourth
guarter real estate activity was 0.7 percent below
the year-ago level and activity was down 8 per-
cent for al of 1995. The weaknessin real estate
activity continues to be surprising given the near
record low mortgage rates. The mortgage rate in
the fourth quarter averaged 7.3 percent, down
from 7.95 percent in the second quarter and from
9.1 percent in the fourth quarter of 1994. The
weak real estate market isindicative of weak over-
all demand and has likely contributed to weak
sdes, use and B& O collections.

Although statewide real estate activity has been
weak, fourth quarter activity was strong in several
areas, primarily in smaller eastern Washington
counties. Eight counties posted double-digit
growth in the fourth quarter including Wa-
hkiakum, Adams, Asotin, Klickitat , Skamania,
and Douglas counties in eastern Washington and
Grays Harbor and Clark counties in western
Washington. King county was up 4.2 percent.
Snohomish county, on the other hand, declined
2.4 percent and Pierce was up only 0.9 percent.
Activity in Spokane county declined 7.7 percent.

The Genera Fund-State taxes collected by the De-
partment of Licensing, primarily motor vehicle ex-
cise tax revenue, were $0.5 million below the
November forecast . During the last three months
collections were 5.7 percent below the year-ago
level. Lottery Commission’s General Fund depos-
itswere $7.6 million below the November fore-
cast during the last three months. In this period,
Lottery General Fund deposits were 10.8 percent
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below the year-ago level. Table 3.3 summarizes
Generd Fund-State collection experience since
the November forecast.

The Forecast for 1995-97 and 1997-99 Biennia

The February 1996 forecast is consistent with a
moderate growth, low inflation path for the econ-
omy. The General Fund-State forecast for the
1995-97 biennium totals $17,426.8 million, $0.9
billion above the 1993-95 biennium. Thisisanin-
crease of only 5.2 percent (0.9 percent adjusted
for inflation). The weak growth isdue largely to
tax law changes which significantly lower 1995-
97 revenue. Legislation in 1994, 1995 and in
early 1996 has reduced expected revenue in the
1995-97 biennium by atotal of $575 million. Tax
law changes enacted during the 1994 legislative
session reduced Genera Fund-State revenue by
$192 million. Tax reductions enacted during the
1995 session reduced General Fund-State revenue
by an additional $252 million, including $7.2 mil-
lion during the October 1995 special legislative
session. So far during the 1996 session, legisla
tion has reduced the Genera Fund-State forecast
by $132.4 million. Excluding the impact of legis-
lation, Genera Fund-State revenue is expected to
grow 8.9 percent (3.7 percent adjusted for infla-
tion) in the 1995-97 biennium.

With the reduction to the forecast in February,
revenue growth in the 1995-97 biennium is now
expected to fall dightly below the pace experi-
enced during the 1993-95 biennium. Generd
Fund-State cash recelpts for the 1993-95 bien-
nium were surprisingly strong, given major job
losses in aircraft manufacturing , the state' s larg-
est manufacturing industry. General Fund-State
collections for the 1993-95 biennium increased
$1.7 billion, 11.5 percent (6.3 percent adjusted for
inflation) over the receipts collected during the
1991-93 biennium. There was a net addition of
$330 million to the 1993-95 biennium due to leg-
idation. Adjusting for new legislation, General
Fund-State cash receiptsincreased 9.2 percent in
the 1993-95 biennium (4.2 percent adjusted for in-



flation). Although jobs in aircraft manufacturing
were down 16.6 percent in the 1993-95 biennium,
overdl job growth was up 3.9 percent. Job losses
in aerospace were offset by the national recovery
and growth in the state’'s other manufacturing in-
dustries as well as the software industry.

Nationally, economy is expected to continue to
expand, despite weakness in the fourth quarter.
The state’ s economy is also expected to remain
healthy. With the end of the Boeing strike and
Boeing' s announced intention of increasing air-
craft production by late 1996, Washington’ s aero-
space employment is expected to begin growing
in 1996 after five years of decline. Employment
in aircraft and parts is expected to increase by
5,000 jobs by the end of the 1997. In addition,
several large national and international manufac-
turers are coming to the state or significantly in-
creasing existing capacity here, including Intel,
SEH Americalnc., BHP Steel, and Matsushita
On the other hand, the outlook for other impor-
tant manufacturing industries including lumber
and wood products remains weak in the 1995-97
biennium. Overall statewide manufacturing em-
ployment is still expected to declinein fiscal
1996, though less than assumed in the November
forecast. Manufacturing job growth is expected to
increase in fiscal 1997, the first significant in-
crease in this sector since fiscal 1990. The healthy
economy will produce moderate Revenue growth
for the remainder of the biennium. Revenue
growth has decelerated during the first six months
of the biennium. This was especially noticeable
during the latest quarter. Although weakness may
persist for the next quarter or two, growth will be-
gin to acceerate during the last half of calendar
1996 as the economy improves.

The February 1996 economic and revenue update
providestheinitid General Fund-State forecast
for the 1997-99 biennium (July 1, 1997 - June 30,
1999). General Fund-state receipts are expected
to total $19,198.8 million in the 1997-99 bien-
nium. Thisis $1.8 billion, 10.2 percent higher
than the forecast for the 1995-97 biennium. Like
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TABLE 34

General Fund-State Collections *
Cash Basis
(Millions of Dollars)

Current  Percent 1987 Percent
Biennium  Dollarst Change Dollars Change
1961-63 $817.1 $2,898.8
1963-65 866.2 6.0 2,972.8 2.6%
1965-67 1,1286  30.3 36943 243
1967-69 1,4405 27.6 4,405.2 19.2
1969-71 1,732.7 203 4,856.9 10.3
1971-73 1,922.1 10.9 4,938.0 1.7
1973-75 23724 234 5,270.5 6.7
1975-77 3395.0 431 6,538.3 24.1
1977-79 4490.0 323 7,541.5 15.3
1979-81 5,356.6 19.3 7,503.6 -0.5
1981-83 6,801.5 27.0 8,278.1 10.3
1983-85 8,202.3 20.6 9,153.1 10.6
1985-87 9,574.6 16.7 9,947.6 8.7
1987-89 10,934.1 14.2 10,473.3 5.3
1989-91 13,3089 217 11,593.1 10.7
1991-93 14,862.2 11.7 12,043.9 3.9
1993-95 16,564.6 115 12,806.0 6.3
1995-977 17,4268 5.2 12,923.1 0.9
1997-99"  19,198.8 10.2 13,587.2 51

F. February 1996 Forecast; Beginning July 1992 tuition
revenue is no longer part of the General Fund-State total.

* Total General Fund-State collections-cash receipts basis.
Includes rate, base and administrative changes;, Modified
Cash Basis: 1985-87 & prior; pure cash basis: 1987-89 &
after. Changes among biennia may not be comparable
because the biennial revenue totals shown here includethe
impact of rate, base and administrative changes on total
collections.

Source: Department of Revenue and the Office of Finan-
cial Management. Office of the Forecast Council’s Febru-
ary 1996 forecast.

prior biennia, revenue growth for the 1997-99 bi-
ennium is distorted by tax law changes. The most
significant change was the expiration of the busi-
ness and occupation tax surtax. 1993 legidation
enacted a 6.5 percent (reduced to 4.5 percent by
1994 |egidation) B& O surtax on most B& O activ-
ity. The surtax isin effect for the entire 1995-97
biennium but will expire on July 1, 1997, the start
of the 1997-99 biennium. Other legidation affect-
ing the growth between bienniainclude: aone
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time property tax reduction affecting only one
year of the 1995-97 biennium, a 2 percent insur-
ance premiums tax on health maintenance organi-
zations and health care service contractors which
isincluded in General Fund-State revenue for
only part of the 1995-97 biennium and other one-
time transfers affecting the 1995-97 biennium but
not the 1997-99 biennium. The growth of total
Generd Fund-State revenue for 1997-99 adjust-
ing for these tax law changes increases the bien-
nial growth rate to 10.9 percent. The outlook for
modest revenue growth is dictated by the eco-
nomic forecast. The current economic outlook as-
sumes the national economic expansion will
continue through the end of the 1997-99 bien-
nium. Growth will be modest, with real GDP ex-
pected to average about 2.5 percent per year. The
state’ s economy is expected to grow dightly
faster than the U.S. asawhole. Legidation aside,
most maor revenue sources are expected to grow
near their long run averages relative to growth in
state income and employment.

Washington has no personal or corporate income
tax. Three taxes, sales and use, business and occu-
pation and the property tax (state school levy), ac-
count for the majority of Washington’s total
Generd Fund-State revenue. These taxes are ex-
pected to account for 84 percent of the $17.4 bil-
lion totd General Fund-State cash receiptsin the
1995-97 biennium and nearly 85 percent of the
1997-99 biennium’s $19.2 billion total. The

state’ s reliance on sales, business and occupation,
and property taxes has increased over time, rising
from 80 percent in the 1991-93 biennium and
from 75 percent twenty years ago. Theretail sales
and use tax, the state' s largest revenue source, is
projected to generate $9.1 billion, 52 percent of
tota revenue in the 1995-97 biennium. The busi-
ness and occupation tax and the property tax are
expected to total $3.2 billion (18.6 percent of the
tota) and $2.2 billion (12.9 percent of the total)
respectively. The property tax’ s (state school
levy) share of thetotal risesto 13.9 percent in the
1997-99 biennium and the business and occupa-
tion share drops to 18.4 percent of the total reflect-
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ing the expiration of the 4.5 percent B& O surtax
at the end of the 1995-97 biennium.

The February outlook for taxable sales growth is
slightly weaker than what was assumed in No-
vember. Third quarter taxable sales were sluggish
and preliminary indications are that fourth quarter
activity was also weaker than assumed. Taxable
sdesincreased only 2.5 percent in the third quar-
ter of 1995, about half the increase experienced in
fiscal 1995. Part of the apparent weaknessis at-
tributable to atax law change. This changere-
duces the sales and use tax base by providing a
sdes tax exemption for the purchase of machin-
ery and equipment by manufacturers. Taxable
sdes growth varied greatly by sector in the third
guarter. The transportation, communication and
utilities sector was up more than 17 percent from
ayear ago. Furniture and appliance stores were
up 7.2 percent, led by an 18 percent increasein
home el ectronics stores. Other retailers, while not
quite as strong, still beat the third quarter, aver-
age. These include general merchandise stores, up
5.5 percent in the third quarter, and eating and
drinking places, up 4.8 percent. However, auto
dealerswere up only 2.1 percent and apparel and
accessory stores grew only 3.1 percent. Thereal
weakness, however, was in several non retailing
sectors. Taxable sales reported by manufacturers
were down 4 percent , the construction sector de-
clined 0.5 percent , wholesalers showed no gain
in the third quarter and the service sector increase
was only 1.1 percent. Third quarter year-over-
year changes by sector are based on data adjusted
for some significant changes in the Standard In-
dustria Classification (SIC) of firmsthat oc-
curred between the third quarter of 1994 and
1995. Third quarter taxable sales growth was gen-
erally strongest in smaler, rura counties, with
Lincoln, Wahkiakam and Pend Oreille counties
all up more than 30 percent from ayear ago. In
the larger urban counties growth was mixed.
Third quarter taxable activity in Clark and King
counties was stronger than the statewide average,
with Clark up 5 percent and King up 4.8 percent.



TABEL 35
Growth of Major Taxes (Adjusted)*
February 1996 Forecast

Growth of Mgjor
State Taxes (adjusted)

Current 1987

Biennium Dollars Dollars
1971-73 16.3% 6.6%
1973-75 25.8% 8.8%
1975-77 32.0% 14.4%
1977-79 40.8% 22.8%
1979-81 24.1% 3.5%
1981-83 6.4% -7.6%
1983-85 11.8% 2.5%
1985-87 11.7% 4.0%
1987-89 18.3% 9.1%
1989-91 25.2% 13.9%
1991-93 11.4% 3.6%
1993-95 11.2% 6.1%
1995-97E 9.6% 51%
1995-99E 10.9% 6.1%

* Estimated growth of six major state taxes (sales, B& O, use, public utility, real estate excise and
property) on atax liability basis, adjusted to a constant rate and base.

Growth of Major Taxes*-Adjusted (1987 Dollars)
and Growth of Wage & Salary Employment

25.0% ~
20.0% +
15.0% -
10.0% -
5.0% -
0.0%
-5.0% -
-10.0% -

’—\\’—‘\ | | | | | |

%change major taxes

73- 75- 77- 79- 81- 83- 85- 87- 89- 91- 93- 95- 97-
75 77 79 81 83 85 87 89 91 93 95E 97E 99E

I % Change Major Taxes —8— % Change Wage & Salary Employment

*Growth of an index of six major state taxes.



TABLE 3.6
Taxable Retail Sales*
February 1996 Forecast
(Millions of Dollars)

Percent
Fiscal Y ear Amount Change
1971 $8,748 1.6%
1972 9,545 9.1
1973 10,646 115
1974 11,877 11.6
1975 13,380 12.7
1976 15,493 15.8
1977 17,626 13.8
1978 21,121 19.8
1979 22,309 5.6
1980 24,057 7.8
1981 25,197 4.7
1982 26,097 3.6
1983 29,368 125
1984 29,156 -0.7
1985 30,687 5.3
1986 32,158 4.8
1987 34,647 7.7
1988 37,452 8.1
1989 41,429 10.6
1990 47,183 13.9
1991 49,812 5.6
1992 53,189 6.8
1993 55,319 4.0
1994 59,009 6.7
1995 61,927 49
1996 " 63,169 2.0
1997F 66,105 4.7
1908 " 69,139 4.6
1999 * 72,962 5.5
F~Forecast

*- Actual base. Includes statutory and administrative
changesto thetax base. Historical fiscal year dataarefrom
quarterly taxable sales reported by taxpayers on the state’ s
Combined Excise Tax return. Historical data may be
dightly different than previously reported due to use of
seasonally adjusted data in the past. Major base changes
include: exemption of off-premises food in 1978:3 (fiscal
1979); extension of the salestax base to off-premises food
1982:2t0 1983:2; food again exempt 1983:3 (fiscal 1984).
Base extended to some persona services, effective July
1993. Some personal services are exempt effective July
1994. Exemption of manufacturing equipment effective
fiscal 1996.

However, Snohomish, Pierce and Skokane coun-
ties posted declines from the year-ago levd.
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After growing 6.7 percent in fiscal 1994 and 4.9
percent in fiscal 1995, statewide taxable sales
growth is expected to increase only 2.0 percent in
fiscal 1996. The dower growth isduein part to
economic factors and in part to tax law changes.
Slow growth nationally, an essentialy flat aero-
space sector and sizable employment reductions
at Hanford will all contribute to sluggish retall
sdes growth in fiscal 1996. Third quarter’'s 2.5
percent increase confirms a slowing of activity.
Early indications are that fourth quarter activity,
which includes the 1995 Christmas shopping sea-
son, was aso weak supporting aweaker retail
sdes growth outlook. In addition to weak de-
mand, 1995 legidation exempted the purchase of
machinery and equipment by manufacturers from
the sales and use tax. This exemption is expected
to shave about a percent off the growth rate of tax-
able salesin fiscal 1996. The growth of the sales
tax base is expected to rebound to 4.7 percent in
fiscal 1997, dightly weaker than what was as-
sumed in the November forecast. The forecast for
taxable sa es growth remains moderate for both
fiscal 1998 and 1999, with taxable sales activity
increasing 4.6 percent in fiscal 1998 and 5.5 per-
cent in fiscal 1999. Growth is consistent with the
long run relationship between the growth of tax-
able sales and state personal income.

Forecast Change for 1995-97 Biennium

The forecast for the 1995-97 biennium was re-
duced $109.3 million in February, a decrease of
0.6 percent. The change was due to a combination
of actual collection experience and a modest re-
duction to the national and state economic fore-
casts. In addition, the incorporation of 1996
legislation reducing the business and occupation
tax rate on services resulted in a $132.4 million re-
duction to the forecast for the 1995-97 biennium.
The total reduction in February, including legida
tion, totaled $241.7 million. The outlook for both
the national and state employment and income
growth was lowered in February. The reduction
was small and the prognosisis still bright for a
continuation of the current economic expansion,



abelt at adightly dower pace than assumed three
months ago. Table 3.7 summarizes changes to the
cash forecast in February by type of change. Ta
bles 3.8 and 3.9 summarize revisions to the 1995-
97 biennium by agency. Table 3.8 ison acash
basisand Table 3.9 ison a GAAP basis. Table
3.10 provides fiscal year estimates by major reve-
nue source (cash basis). Below isabrief summary
of the changes to the General Fund-State forecast

by agency.
Department of Revenue

The Department of Revenue's cash forecast for
the 1995-97 biennium was reduced $231.4 mil-
lion in February. The mgjority of this change,
$132.4 million, reflects the impact of 1996 legisla-
tion which reduces business and occupation tax
rates on service activities effective January 1996.
The remainder of the reduction, $99 million, is
due to acombination of weaker collection experi-
ence and a slightly weaker economic outlook. In
the three months since the November forecast, De-
partment of Revenue General Fund sources were
$37.2 million less than expected. This shortfall
would have been larger were it not for avery
large estate tax payment and higher than expected
state forest fund revenue. Mg or excise taxes
(sales, business and occupation, use and public
utility taxes) were more than $54 million less than
expected. Fourth quarter activity paralleled the na-
tional economy. Christmas sales were weak and
consumer confidence was generaly poor. The
weakness in Washington was exacerbated by a
prolonged strike at Boeing, the state’ s largest
manufacturer. The outlook for the remainder of
the biennium is dightly weaker than assumed in
November. An improved outlook for aerospace is
more than offset by a weaker outlook nationally.
Thistrandates into less state employment and in-
come than assumed in November and a $61.8 mil-
lion reduction for the remainder of the 1995-97
biennium.

The largest reductionsin February were to the
state retail sales and business and occupation

taxes. Theretail salestax forecast for the 1995-97
biennium was reduced $82.7 million in February
and the forecast for the business and occupation
tax was lowered $172.1 million. $132.4 million
of the business and occupation tax reduction re-
flects 1996 legidation reducing the tax rates on
service activities. SB 6117 was passed by the leg-
idature in early January, shortly after the start of
the 1996 session. It was vetoed by the Governor,
but the veto was overridden in late January. The
rate change become effective January 1996. The
tax rate on business services was reduced from
2.5 percent to 2.0 percent, the rate on financial
services was reduced from 1.7 percent to 1.6 per-
cent and the rate on all other service activities was
reduced from 2.09 percent to 1.829 percent. The
1.829 percent includes a 4.5 percent surtax . The
surtax expires June 30, 1997 at which time the
rate on other services will drop to 1.5 percent. In
addition to the reduction of the tax rate on service
activities, SB 6117 extends and broadens the busi-
ness and occupation tax credit for jobs created in
distressed areas and creates a new business and
occupation tax credit for employeetrainingin dis-
tressed areas. Other major reductions to Depart-
ment of Revenue sources for the 1995-97
biennium in February included: a $2.7 million re-
duction to the state public utility tax, a $5.6 mil-
lion reduction to the cigarette tax and a $0.9
million reduction to the state real estate excise
tax. There were some increases to the forecast in
February. The state property tax (state school
levy) forecast was raised $3.3 million. There was
also a$16.7 million increase to the estate tax fore-
cast and a $5.7 million increase to the state forest
fund estimate.

Department of Licensing

The Generd Fund-State forecast for taxes col-
lected by the Department of Licensing was re-
duced $7.2 million for the 1995-97 biennium. The
majority of this change is due to a downward revi-
sion to the motor vehicle excise tax forecast. Data
through December indicate that vehicle registra-
tions are below expectations. Lower registrations



TABLE 3.7
Summary Changesto the General Fund-State
Forecast

February 1996 Cash Forecast
(Millions of Dollars)

Change Between Feb. 1996
and Nov. 1995 For ecasts

1995-97 BIENNIUM

Collection Experience ($45.3)
Department of Revenue ($37.2)
Other Agencies (8.1
Legislation ($132.4)
Forecast Change ($64.0)
Department of Revenue ($61.8)
Other Agencies ($2.2)
Total Change: 1995-97 Biennium ($241.7)

and adightly lower state personal income fore-
cast resulted in the reduction to the motor vehicle
excise tax forecast. There were also small reduc-
tions to the forecasts for excise tax on travel trail-
ers and campers and firearm licenses.

Office of Financial Management:
Other Agencies

The 1995-97 General Fund forecast for “other
agencies’ prepared by the Office of Financial
Management was increased $3.3 million in Febru-
ary. There was a $6.4 million increase to the fore-
cast for county sales and use equalization revenue
and a $1.2 million increase in expected General
Fund -State revenue from the Department of So-
cial and Hedth Services. These increases were
partialy offset by larger than expected transfers
to the Water Quality Account ($1.3 million) and
for mass transit distribution ($3.9 million).

Sate Treasurer
The interest earnings forecast was reduced by

$6.3 million for the 1995-97 biennium. The lower
forecast is due to changesin the interest rate and
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average daily balance assumptions. The average
daily balance assumption for the General Fund
was increased $10 million for fiscal 1996 but re-
duced by $110 million for fiscal 1997. Theinter-
est rate assumption averaged about 0.3 percent
per year lower in February than in November, re-
ducing expected investment earnings. Note, the
forecast for interest earnings for the 1995-97 bien-
nium assumes that the June 30, 1995 ending bal-
ance for the General Fund and Budget
Stabilization Accounts are applied to the July 1,
1995 Genera Fund beginning balance.

Track Record for the 1995-97 Biennium

The February 1996 forecast of General Fund-
State cash receipts for the 1995-97 biennium is
$17,426.8 million. Thisis $109.3 million less
than the November 1995 forecast and $171 mil-
lion, 1.0 percent, higher than theinitial forecast
for the 1995-97 biennium (excluding legidation)
made in February 1994. There have been eight
quarterly updates to the forecast for the 1995-97
biennium. There have been five reductions (in-
cluding the current forecast) and three increases.
Table 3.11 summarizes the changes to the 1995-
97 General Fund-State forecast.

The Relationship Between the Cash and
GAAP General Fund-State Revenue
Forecasts

Legislation enacted in 1987 requires that the
state’s biennial budget be in conformance with
Generdly Accepted Accounting Principles
(GAAP). Thislegislation requiresthat the Fore-
cast Council adopt a cash forecast aswel asa
forecast of revenue on a GAAP basis. The fore-
cast on a GAAP basis helps provide an estimate
of the state’ s equity position. Revenues are cred-
ited to the biennium in which they are earned
even though they may not yet have been col-
lected. On the other hand, the cash forecast is
used for cash flow management, helps assess the
state’s current surplus or deficit position, and is
the basis for triggering the allotment reduction



TABLE 3.8

General Fund-State Forecast by Agency: Cash Basis

Comparison of the February 1996 Forecast to the November 1995 Forecast

1995-1997 Biennium
(Millions of Dollars)

CASH BASIS

November 1995 Non-Economic Forecast Feb.1996 Total

Forecast by Agency Forecast Changes 2 Revison Forecast Change
Department of Revenue

Retail Sales** $8,656.7 ($82.7) $8,574.0 ($82.7)

Business & Occupation 3,406.1 (132.4) (39.7) 32341 (172.1)

Use 553.1 (2.7) 550.4 (2.7)

Public Utility 386.2 (0.6) 385.6 (0.6)

Liquor Sales/Liter 142.8 0.3 143.0 0.3

Cigarette 147.2 (5.6) 1415 (5.6)

Property (State Levy) 2,239.6 33 2,242.9 3.3

Real Estate Excise 487.0 (0.9) 486.1 (0.9)

Timber Excise 56.7 0.6 57.3 0.6

Other 416.7 29.1 4457  29.1

Subtotal $16,492.1 ($132.9) ($99.0) 16,260.7 ($231.4)

Department of Licensing

Motor Vehicle Excise 794.4 (5.9 788.4 (5.9

Other 46.4 (1.3) 45.1 (1.3)
I nsurance Commissioner

Insurance Premiums 317.0 0.0 317.0 0.0
Liquor Control Board

Liquor Profitsand Fees 52.1 0.0 52.1 0.0

Beer & Wine Surtax 2.8 0.0 2.8 0.0
Lottery Commission

Lottery Revenue 249.2 0.0 249.2 0.0
State Treasurer

Interest Earnings 131.8 (6.3) 1255 (6.3)
Office of Financial M anagement

Other (417.3) 3.3 (414.1) 3.3
Total General Fund-State***  $17,668.5 ($132.9) ($109.3) $17,426.8 ($241.7)

1  Adopted by the Forecast Council November 1995.

2 199 legidation. Reduction of the B& O tax rate on services.
** Includes the General Fund-State portion of the Rental Car tax.
*** Detail may not add to totals because of rounding.




TABLE 3.9

General Fund-State Forecast by Agency: GAAP Basis

Comparison of the February 1996 Forecast to the November 1995 Forecast

1995-1997 Biennium
(Millions of Dollars)

Forecast by Agency

GAAPBASIS

November 1995 Non-Economic Forecast Feb. 1996 Total

Forecast ! Changas2 Revison Forecast Change

Department of Revenue

Retail Sales** $8,696.8 ($91.2) $8,605.6 ($91.2)

Business & Occupation 3,418.5 (144.3) (38.0 3,236.3 (182.2)

Use 553.6 (5.0 548.6 (5.0

Public Utility 386.3 (0.3 386.0 (0.3

Liquor Sales/Liter 138.2 4.8 142.9 4.8

Cigarette 147.9 (5.6) 142.3 (5.6)

Property (State Levy) 2,236.2 3.3 2,239.5 3.3

Real Estate Excise 489.4 (0.9 488.5 (0.9

Timber Excise 56.7 0.6 57.3 0.6

Other 4175 29.1 4466  29.1

Subtotal 16,541.2 (144.3) (103.3) 16,293.7 (247.5)

Department of Licensing

Motor Vehicle Excise 794.5 (6.0) 788.5 (6.0)

Other 46.5 (1.2) 45.2 1.2
I nsurance Commissioner

Insurance Premiums 317.0 0.0 317.0 0.0
Liquor Control Board

Liquor Profitsand Fees 52.1 0.0 52.1 0.0

Beer & Wine Surtax 2.8 0.0 2.8 0.0
Lottery Commission

Lottery Revenue 249.2 0.0 249.2 0.0
State Treasurer

Interest Earnings 130.8 (7.2 123.6 (7.2
Office of Financial M anagement

Other (417.0) 3.3 (413.8) 33
Total General Fund-State***  $17,717.1 ($144.3) ($114.4)  $17,458.4 ($258.7)

1  Adopted by the Forecast Council November 1995.

2 1996 Legidation. Reduction of the B& O tax rates on services effective January 1996.
** Includes the General Fund-State portion of the Rental Car tax.

*** Detail may not add to totals because of rounding.




TABLE 3.10

General Fund-State Forecast: Cash Basis

CASH BASIS

February 1996 Forecast: 1995-97 and 1997-99 Biennia

(Millions of Dollars)

Fiscal
For ecast by Source 1995 *
State Taxes
Retail Sales** $4,126.7
Business and Occupation 1,573.6
Use 2925
Public Utility 182.3
Liquor Saleg/Liter 73.2
Beer and Wine Surtax 14
Cigarette 815
Tobacco Products 11.8
Property (State School Levy) 1,018.1
Public Utility District 26.1
Real Estate Excise 2355
Timber Excise 25.6
Estate/Inheritance 42.2
Motor Vehicle Excise 414.3
Boat Excise 8.6
Insurance Premiums 203.3
Other 85.5
Total Taxes 8,401.9
State Non-Tax Sour ces
Licenses, Permits, Fees 61.8
Liquor Profits and Fees 27.1
Earnings on Investments 74.3
Lottery Transfers 137.3

Other Revenue and Transfers (151.2)

Total Non-Tax 149.4

Total General Fund-State * $8,551.3

A Actua

Fiscal
1996

$4,184.5
1,582.1
270.6
186.5
71.8
14
69.9
12.0
1,076.8
271
235.8
291
59.5
387.3
8.7
174.0
99.0
8,476.2

53.5
26.0
68.2
123.2

(214.4)

56.6

$8,532.8

*  Detail may not add to totals due to rounding.

** |ncludes General Fund-State portion of the renta car tax.

Fiscal 1995-97 Fiscal Fiscal 1997-99
1997 Biennium 1998 1999 Biennium

$4,380.5  $8574.0 $4,5751 $4,8134 $9,388.5
1,651.9 3,234.1 1,706.2 18389 35451

279.8 550.4 309.0 3284 637.4
199.1 385.6 213.6 225.8 439.4
71.3 143.0 70.2 69.8 140.0
14 2.8 15 14 29
71.6 1415 72.0 72.6 144.6
125 245 13.0 135 26.5
1,166.0 2,242.9 1,286.0 13891 26751
285 55.6 30.1 31.8 61.9
250.3 486.1 264.8 277.0 541.8
28.2 57.3 28.0 313 59.4
49.7 109.3 52.8 55.2 108.0
401.1 788.4 425.8 451.1 876.8
9.0 17.7 9.2 9.5 18.8
143.0 317.0 150.0 1574 307.4

88452 17,3214 9,307.9 9,8725 19,180.4

55.9 109.4 56.8 602 1170
26.1 52.1 25.1 25.1 50.2
57.3 1255 485 38.6 87.1

126.0 249.2 1260 1270  253.0

(2165)  (430.9)  (2425) (2464) (488.9)

48.8 105.4 13.9 44 18.3

$8,894.0 $17,426.8  $9,321.9 $9,876.9 $19,198.8




TABLE 3.11 CASH BASIS

Track Record for the 1995-97 General Fund-State Cash Forecast
February 1994 through November 1995
(Millions of Dollars)

Total General
Department Other Total Fund-State
Date of Forecast of Revenue* Agencies* Subtotal* Legislation** Change Cash Bass
February 1994 **** $16,701 $1,130 $17,831 $17,831
Changesto For ecast
June 1994 (8) (@) 9 (192)1 (201) 17,630
September 1994 114 29 143 0 143 17,774
November 1994 195 2 193 1 194 17,968
March 1995 (35) 13 (23) (23) 17,945
June 1995 (152) 9 (243) (242) 2 (385) 17,560
Sepember 1995 101 23 124 124 17,684
November 1995 (7 1 (6) (10) 3 (15) 17,668
February 1996 (99) (10) (109) (132) 4 (242) 17,427

Total Change***:

From February 1994 $109 $62 $171 ($575) ($404)
Percent Change 0.7% 55% 1.0% (3.2%) (2.3%)

*  Excludeslegidative, judicial or other mgjor non-economic changes.

** Includes legidative, judicia or other mgor non-economic changes.

*** Detail may not add to total due to rounding.

****Firg official forecast for the 1995-97 biennium.

1 Changeto the forecast due to legislation and budget driven revenue enacted during the 1994 |egid ative session.
Major changesinclude: enactment of aB& O small business credit; enactment of ahigh technology credit; expansion
of the sales tax deferral and reduction of the B& O surtax enacted in 1993.

2 Changeto the forecast due to legislation and budget driven revenue enacted during the 1995 legid ative session.
Major changesinclude: a sales tax exemption for machinery and equipment purchased by manufacturers, a one-time
reduction in the state property tax levy and selected B& O tax rate reductions.

3  Changeto the forecast dueto legislation. Thislegislative change primarily reflects the General Fund-State impact
of the stadium funding package (-$7.2 million) enacted during the November 1995 specid legislative session.

4  Changeto the forecast due to 1996 legislation. This legislative change reduces the B& O tax rate on service activities,
increases the B& O job credit for distressed areas and creates aB& O credit for employer provided training in distressed areas.




TABLE 3.12

Febr uar|)__/ 1996 Baseline For ecast bg Agenc o
Generd Fund - State 1993-95, 1995-97 & 1997-99 Biennia
Comparison of Cash and GAAP Basis

(Millions of Dollars)

——-1993-95 Biennium 1995-97 Biennium——— ———1997-99 Biennium———
Cashl GAAF; Cas;hl GAAF; Cas;hl GAAF;
Agency Basis Basis Diff. Basis Basis Diff. Basis Basis Diff.
General Fund - State Cash/Revenue Sour ces
Department of Revenue® $15,088.7 $15,166.4  $77.7 $16,167.1 $16,200.1 $33.0 $17,961.7 $18,042.3 $80.6
Department of Licensing 848.0 847.9 0.2 833.5 8338 02 925.4 925.6 0.2
Insurance Commissioner # 351.9 351.9 0.0 322.0 3220 00 3129 312.9 0.0
State Treasurer 159.6 159.3 (0.3 1255 1236 (1.9) 87.1 854 (1.6)
Office of Financial Management
Tuition 0.0 0.0 0.0 0.0 00 00 0.0 0.0 0.0
Other Agencies 1229 1251 23 120.2 1205 03 126.8 126.8 0.0
Subtotal: General Fund-State Cash/Revenue* 16,571.1 16,650.7 79.6 17,568.4 17,6000 31.6 19,413.9 19,4931 79.2
General Fund State - Other Financing Sour ces®
Department of Revenue 6 84.3 93.6 94 93.6 936 0.0 84.3 84.3 0.0
Lottery Commission 248.1 2320 (16.1) 249.2 2492 00 253.0 253.0 0.0
Insurance Commissioner 4.7 4.7 0.0 (5.0 (5.00 00 (5.5) (65 00
Liquor Control Board 58.0 58.2 0.3 54.9 549 0.0 53.1 53.0 (0.0
Office of Financial Mangement
Other Agencies® (392.2) (392.1) 0.0 (534.3) (534.3) 0.0 (600.0) (600.00 0.0
Subtota: GFS Other Financing Sources* (6.5 (13.0) (6.5 (141.6) (1416) 0.0 (215.2) (215.1) (0.0
Total Available Receipts/Resour ces
General Fund-State * $16,564.6  $16,637.7 $73.1 $17,426.8 $17,4584 $31.6 $19,198.8 $192779 $79.2

Detail may not add due to rounding.

General Fund-State cash receipts forecast.

General Fund-State Revenue Forecast on a GAAP (Generally accepted accounting principles) basis, used to show the state revenue position for financia reporting purposes.
Excludes the state share of the timber tax and unclaimed property transfers.

Total insurance premiums tax.

Other financing sources represent transfers to/from other funds from/to the General Fund.

Includes the state share of the timber excise tax and unclaimed porperty transfers.

Forty percent of fire insurance premiums.

Agency 701 and accounting sources: 480 and 481 for al other agencies.

O~NOU A WNE *




TABLE 3.13

Resour ces, Expenditures and Reserves
Generd Fund-State; February 1996
(Millions of Dollars)

[1.1995-97 Biennium

Unrestricted Beginning Balance

November 1995 Forecast

1996 L egislation*
February 1996 Forecast Change

February 1996 Forecast
Total Available Resources

Expenditures
1995-97 Appropriations**

Total Appropriations

BalancesReserves
Estimated Ending Fund Balance (Deficit)

* 1996 legislation. Reduction of the B& O tax rate on services.

GAAP Basis

$558.9

17,717.1

(144.3)
(114.4)

17,458.4
18,017.3

17,598.8
17,598.8

$418.6

Cash Basis

$661.4

17,668.5

(132.4)
(109.3)

17,426.8
18,088.2

17,598.8
17,598.8

$489.4

**  The 1995-97 appropriation level as of November 1995. Any adjustments due to adoption of a supplemental

budget during the 1996 legidative session are not included.




provision of the state’s Budget and Accounting
Act. Washington’'s Budget and Accounting Act re-
quires that allotment reductions be made when ex-
pected cash receipts are less than expected
disbursements. The primary difference between
the cash and GAAP forecasts is timing of the re-
ceipt of revenue. References to the General Fund-
State forecast in the text of this chapter refer to
the cash forecast unless otherwise noted. Like-
wise, the revenue tables other than Table 3.9 are
on a cash basis. Table 3.12 compares the cash re-
celpts forecast and the GAAP forecast by agency.
Actual revenue for the 1993-95 biennium on a
GAAP basistotals $16,637.7 million, $73.1 mil-
lion higher than the cash total of $16,564.6 mil-
lion. The February forecast for the 1995-97
biennium on a GAAP basisis $17,458.4 million,
$31.6 million more than the cash estimate of
$17,426.8 million. The GAAP forecast for the
1997-99 biennium totals $19,277.9 million, $79.2
million more than the cash receipts forecast of
$19,198.8 million.

Table 3.13 summarizes the current forecast of the
Generd Fund-State unreserved ending balance
for the 1995-97 biennium based on the February
forecast. There are two balances. Oneis on acash
basis and the other is on a GAAP basis. The cash
bal ance reflects the estimate of cash in the treas-
ury as of June 30, 1997. The GAAP balancere-
flects the state’ s unreserved equity position
(assets, including cash and net accrued revenue,
lessliabilities) as of June 30, 1997. The estimated
ending balance on a GAAP basis based on the
February forecast is $418.6 million; on a cash ba-
sis the estimated ending balance is $489.4 mil-
lion. These ending balance projections are based
on the 1995-97 appropriation level of $17,598.8
million. The legislatureis currently in session.
Any changes made by the legidature during the
1996 session to appropriations or to revenues for
the 1995-97 biennium may affect the projected
ending balance.
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Tuition Forecast

Legislation enacted during the 1992 legidative
session removed higher education tuition and op-
erating fees collected by the state’s colleges and
universities from the General Fund. Instead, tui-
tion and fee revenue are deposited into the operat-
ing fund of each institution of higher education.
This change became effective July 1992. The leg-
idation enacting this transfer requires that the
Forecast Council staff continue to review the tui-
tion forecast and that the tuition forecast must be
approved by the Forecast Council as part of the
quarterly forecast review process. Table 3.14
shows the February 1996 tuition revenue for fis-
cal 1993 and beyond. The tuition numbers for fis-
cal 1992 and earlier years are included in the
Generd Fund-State totals shown in other tables in
this chapter. Data through fisca 1995 reflect ac-
tual collections.

Fiscal 1995 tuition revenue was reduced $1.3 mil-
lion from the forecast in November, correcting an
accounting error. The February tuition and fee
forecast for the 1995-97 biennium was reduced
$0.7 million from November. The revision re-
flects updated enrollment assumptions based on
the actual level of fall enrollments. Tuition rates
are assumed to increase 4 percent in each year of
the biennium. The forecast for the 1997-99 bien-
nium totals $678.7 million, up $39.9 million, 6.2
percent, from the current forecast for the 1995-97
biennium. The enrollment assumptions for the
1997-99 biennium are from the Higher Education
Coordinating Board’ s master plan. Tuition rates
are assumed to increase at the same rate as infla-
tion, 2.3 percent in fiscal 1998 and 2.5 percent in
fiscal 1999.

Alter native For ecasts

The baseline forecast assumes that the national ex-
pansion continues and that Washington grows
along with the U.S. economy. Thereis dways a
danger, however, of either arecession or unsus-
tainably rapid growth (leading to retrenchment



TABLE 3.14

Higher Education and Operating Fee Forecast
February 1996 Compared to the November 1995 Forecast
Cash and GAAP Forecast
(Millions of Dollars)

November 1995

Forecast
1991-93 Biennium $214.2
Fisca 1994 263.5
Fisca 1995 314.4
1993-95 Biennium $577.9
Fisca 1996 312.3
Fiscal 1997 327.2
1995-97 Biennium 639.5
Fiscal 1998 NA
Fiscal 1999 NA
1997-99 Biennium NA

Forecast by I nstitution (Thousands of Dollars)

University of Washington
Washington State University
Eastern Washington University
Central Washington University
Western Washington University
The Evergreen State College
Community Colleges

Total Tuition and Fees

Legidative

Change

$0.0

0.0
0.0

$0.0

0.0
0.0

$0.0

NA
NA

NA

Fiscal 1996

$98,862
52,494
16,492
14,843
19,700
10,206
99,520

$312,117

Forecast
Change

$0.0

0.0
(13)

($1.3)

(0.2)
(0.5)

($0.7)
NA
NA

NA

Fiscal 1997

$103,592
54,988
17,213
15,636
20,169
10,679
104,418

$326,695

February 1996

Forecast

$214.2

263.5
313.2

$576.6

312.1
326.7

638.8

334.4
344.3

$678.7

Fiscal 1998

106,959.0
56,566.0
18,475.0
15,285.0
20,495.0
10,851.0

105,811.0

$334,442

Total
Change

0.0
0.0
(1.3)
($1.3)
($0.2)
($0.5)
($0.7)

NA
NA

NA

Fiscal 1999

111,654.0
58,752.0
18,838.0
15,285.0
20,951.0
11,094.0

107,706.0

$344,280

* Beginning July 1, 1992, tuition and fees collected by institutions of higher education are deposited into the operating account of each institution and are not part of
the General Fund. This table shows only the tuition forecast since this change. Prior to July 1992 thetuition and fee forecast isincluded in the General Fund-State

total shown elsewherein this chapter.




TABLE 3.15 CASH BASIS

February 1996 Alter native For ecasts Compared
to the February 1996 Baseline Forecast-Cash Basis
1995-97 Biennium

(Millions of Dollars)

Optimistic Baseline  Pessimistic

Forecast by Source Forecast For ecast Forecast
Department of Revenue
Retall Sales $8,730.9 $8,574.0 $8,336.2
Business & Occupation 3,295.6 3,234.1 3,141.3
Use 564.9 550.4 529.4
Public Utility 389.2 385.6 380.0
Property (School Levy) 2,355.0 2,242.9 2,153.2
Real Estate Excise 504.8 486.1 458.5
Other 821.2 787.6 755.1
Subtotal 16,661.6 16,260.7 15,753.7
Department of Licensing 858.5 833.5 808.5
I nsurance Commissioner * 324.9 317.0 309.1
Lottery Commission 286.6 249.2 211.8
State Treasurer - Interest Earnings 154.9 1255 108.0
Liquor Profits& Fees? 56.3 54.9 53.5
Office of Financial M anagement
Other Agencies (407.8) (414.1) (420.3)
Total General Fund - State* $17,935.0 $17,426.8 $16,824.3
Difference from the February 1996 Baseline $508.2 ($602.5)

1 Insurance premiums, General Fund-State portion.
2 Includes beer and wine surtax.
* Detal may not add to total due to rounding.




later). The alternative forecasts for the 1995-97 bi-
ennium address these possihilities. In the optimis-
tic scenario the weakness in the fourth quarter is
temporary. Consumer spending begins to acceler-
atein early 1996. Higher productivity keeps infla-
tion in check and investment spending also
accelerates. Growth is higher in this scenario than
assumed in the baseline forecast. In the optimistic
scenario, by the end of calendar 1996 state per-
sonal income is 3.0 percent higher than the base-
line estimate and wage and salary employment is
34,400 above the baseline. By the end of the
1995-97 biennium state employment is 2.2 per-
cent above the baseline forecast and state income
is4.0 percent higher. In the pessimistic alterna-
tive, the nation falls into arecession. In this sce-
nario, real GDP declines for two quarters
beginning in the second quarter of 1996. Washing-
ton’s economy slows in response to the weaken-
ing national economy. Aerospace growth is
disproportionately weaker than the baseline fore-
cast and in this recession, Washington’ s overall
income and employment decline is greater than
the U.S. asawhole. In the pessimistic dternative,
state persona income is 3.6 percent below the
baseline by the end of 1996 and 5.3 percent less
than the baseline by the end of the 1995-97 bien-
nium. Employment is more than 50,000 less than
the baseline by the end of 1996 and is 2.9 percent
below the baseline by the end of the biennium. Ta-
ble 3.15 shows the revenue implications of these
alternative scenarios for the 1995-97 biennium.
The optimistic scenario generates $17,935.0 mil-
lion in General Fund-State revenue in 1995-97.
Thisis $508.2 million more than the baseline fore-
cast. The pessimistic aternative produces only
$16,824.3 million in the 1995-97 biennium,
$602.5 million less than the basdine forecast. In
addition to the official optimistic and pessimistic
alternatives, another aternative forecast was
made in February. Thiswas developed by averag-
ing the forecasts for key economic variables made
by members of the Governor’s Council of Eco-
nomic Advisors. The Governor’s Economic Coun-
cil’ s alternative was similar to the baseline,
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producing about $17 million more for the General
Fund for the 1995-97 biennium.



Special Report: Chapter 4

| sWashington Diver sifying?
I ntroduction

It has been 14 years since Washington last weath-
ered arecession. This achievement—noteworthy,
considering the longest U.S. expansion, going
back to 1850, lasted nine years (1961-1969)—has
anumber of explanations. A popular thesisis that
Washington has become more diversified in re-
cent years, making it less susceptible to business
cycles.

This report explores and confirms that diversifica-
tion istaking place. It does not follow, however,
that business cycleswill moderate. In studying
thistopic, the paper explores severa related
themes. What does it mean to diversify? Is diver-
sification a good thing? Are volatile sectors also
fast growing ones? Are state business cycles mod-
erating?

The report’s main findings are two. First, using
beta, a variable used to measure a security’ s risk
as ayardstick, one can conclude that Washington
isdiversifying. Second, a diversified economy
not only is more stable, but grows faster than an
undiversified economy.

The report proceeds as follows. Part 1 provides a
working definition of diversification. Part 2 uses
this definition to measure a sector’ s contribution
to state business cycles. Part 3 discusses whether
there is something analogous to the security mar-
ket linein the labor or product market. Part 4 dis-
cusses how diversification in Washington
compares with other states. Part 5 discusses the re-
lationship between instability and growth. Part 6
concludes.

Part 1. What doesit mean to Diversify?

When laymen speak of an economy diversifying,
they usually mean it is branching out into several
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sectors. In financial circles, theterm “diversifica-
tion” has a more precise meaning. It refers to com-
bining stocks to minimize risk for a given rate of
return (or maximize returns for agiven level of
risk). Suppose the corporate world consists of two
firms, one selling umbrellas, and another selling
parasols. Both stocks on average offer the same
rate of return (say, 10 percent), and both are
equally risky (their variance is 5 percent). If anin-
vestor held dl her wealth in either umbrellaor
parasol stocks, on average she would earn 10 per-
cent, and the variance of her portfolio would be 5
percent. If the investor held half her assets in each
stock, returns would still average 10 percent.
However, the variance would be lower than 5 per-
cent. Specifically, it would be given by the follow-
ing formula:

ST2 = apz* Szp + auz* Szu +2* ap* au* I'pu *Sp Su
where:

2

ST = variance of the portfolio

2

Sp~ = variance of parasol stocks

S p2 = variance of umbrella stock

ap = The proportion of the portfolio invested in
parasols

au = The proportion of the portfolio invested in
umbrellas

rpu = correlation coefficient between the parasol
stocks and umbrellas stocks

Thelast term is the key one. Three important con-
clusionsfollow from it. First, diversification re-
duces variance. Unless returns are perfectly
positively correlated (rpu =1), one can earn 10 per-



cent, with avariance lower than 5 percent, by mix-
ing stocks. Second, the appropriate level of diver-
sification depends on how stock returns are
correlated. If stocks are perfectly inversely corre-
lated (rpu = -1), for example, one can always find
a portfolio mix that eliminated risk altogether.
Third, the main determinant of risk isnot a

stock’ s volatility, but its correlation with other se-
curities.

Economists measurerisk by a variable called
beta, defined as

Beta= sim/szm

Sim = covariance between stock i and the market

S 2m = the market variance

A beta greater than one indicates the security is
more volatile than the market, and beta less than
one means the security islessvolatile. Note that a
volatile security inversely correlated with the mar-
ket is considered safe.

The risk-return choices investors face is often rep-
resented as a security market line (Chart 4.1). An

CHART 4.1
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investor’s objective isto select a point on theline
consistent with her preferences. A risk averse per-
son will select a point such as X. A risk lover will
select a point such as Y. Portfolios above the secu-
rity market line, such as Z, could not exist. The
market would bid the price of the stocks up,
thereby lowering their return. Portfolios below

the line, such as W, also would not exist. Inves-
tors would spurn them, thereby lowering their
price, and raising their return. Market forces en-
sure that a security market line exists. Once on
the line, diversification will not reduce risk; an in-
vestor can achieve a higher return only by taking
on more risk.

Part 2. Can this model add to our
under standing of state cycles?

The portfolio model discussed here, an abbrevi-
ated version of the capital asset pricing model, is
simple, yet gives precise and far reaching an-
swers. Aswith any good model, it is tempting to
extend it to explain other phenomena. Can this
model help in understanding a state’' s business cy-
cles?

In two important ways it can. First, the model pro-
vides adefinition of diversification, and ayard-
stick for measuring risk: A diversified economy is
one consisting of industries that follow different
cycles, betais an appropriate variable for measur-
ing a sector’ s contribution to state cycles.

The model, thus, can give insights into how aero-
space s relative decline will affect state economic
cycles. The answer, according to beta, depends on
two opposing effects. First, the standard deviation
of aerospace’s cycles. Over the past 45 years the
standard deviation of aerospace’ s employment
growth rates has been about 18 percent, compared
to 3 percent for Washington. Second, the correla-
tion between aerospace employment and state em-
ployment. Until recently aerospace cycles tended
to coincide with state cycles. Over the past 15
years, however, with the globa airline market ex-
panding, they have become more asynchronous.
For example, when the U.S. went into arecession
in 1990, aerospace employment remained steady
at about 115,000. Asthe U.S. economy recov-
ered, the aerospace sector went into decline, shed-
ding 35,000 state jobs between 1991 and 1995.
Now, with the state’ s economy slowing down, the
aerospace sector is starting to expand.



In the long run, is aerospace employment a stabi-
lizing or destabilizing factor in the economy? Ta-
ble 4.1 provides the data to make the calculations.
Columns 1, 2, and 3 list the correlation between
Washington employment and employment in the
state’s major sectors for different time periods.
Columns 4 and 5 list the average growth rate and
the standard deviation of growth for 1969 through
1995. Finaly, column 6 lists beta. Aerospace's
employment beta is 3.33, indicating that aero-
space cyclesare far more volatile than state cy-
cles. Betafor services, the fastest growing sector,
IS .65, indicating that the shift over the past 20
years out of manufacturing and into services has
been stabilizing.

Three qudifications are in order. First, beta
changes over time. The beta for aerospace, for ex-
ample, hasfallen in recent years because the aero-
space cycles have moderated, and because
aerospace production and Washington economic
activity have become more asynchronous (eco-
nomic activity in Washington closely mirrors
U.S. economic activity; aerospace cycles are in-
creasingly influenced by the global economy).
Second, the employment beta’ s for the software
industry and for high-tech and biotechnol ogy,
three large growing sectors, are unknown, since
these industries have not been around long.

Third, aerospace in 1996 accounts for lessthan 4
percent of state employment. Its contribution to
state cycles, thus, islimited by its size.

Part 3. Istherea Security Market line for
Employment?

A security market line existsin financial markets
because individual s can chose the composition of
their portfolio by shifting in and out of assets.
Similar forces do not exist in product or |abor
markets. An economy’sindustrial structureisthe
outcome of decentralized market forces that are
oblivious to employment fluctuations. The labor
and product markets, left alone, will not diversify.
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In fact, in the long-run, a condition economists re-
fer to asthe steady state, any trade-off between
growth and stability should disappear. Employ-
ment in all sectors, the stable and volatile ones
alike, should grow at the samerate. A particular
sector, say the manufacturing sector, could not
grow faster than another; otherwise, over time,
the economy would consist of manufacturing
firmsonly. The steady state growth rate, aso
known as the natural growth rate, is determined
by growth of the labor force (which, inturn, is
linked to population growth). It is a theoretical
concept, with no precise empirical meaning.
Whether five, ten, or fifty yearsislong enough to
constitute a steady state depends on the circum-
stances.

Chart 4.2 plots returns and correlation’s for the
major sectors of the economy. Note that services,
the fastest growing sector, is also the most stable.
Aerospace, the second fastest growing sector, is
the most volatile sector. The remaining sectors
are clustered between 1 and 3.5 percent growth.
Steady state theory requires growth in all sectors
to converge to the economy’ s growth rate, repre-
sented by the solid line labeled AB. Steady state
theory has nothing to say about the variance of
growth rates.

Part 4. Diversity Across States

Some researchers have a different working defini-
tion of diversity than that used above. They con-
sider astateto be diversified if its industrial
structure resembles that of the U.S. The intuition
behind this definition, presumably, is that a state
cannot diversify away instability linked to U.S.
business cycles (just as an investor cannot diver-
sify risk away once on the security market line).

Table 4.2 lists the top ten growing states over the
past 25 years, and how they fare according to four
versions of this definition. By all four estimates,
Washington, the seventh fastest growing state, is
not diverse. It ranked 38th in industrial diversity
in 1995. Theindustria diversity index (also



called the Herfindahl index) measures the extent
Washington’s industrial structure resembles that
of theU.S.. It isdefined as the inverse of:

J (EMP l.j“_EMP {/Sj()

= EMP.s,

=

Where EMP jjt refers to employment insector
statej, and EMP ug refersto U.S. employment in
that sector. The larger this number, the more
Washington resembles the U.S. According to this
index (Chart 4.3), Washington diversified substan-
tially between 1969 and 1985, but, with the Boe-
ing expansion of 1985-1990, become less
diversified. Thisindex has risen in recent years,
but was barely higher in 1994 than it wasin 1985.

In some research, a state’ s beta serves as a proxy
for divergity. A state’ s beta measures the extent
state employment growth covaries with nationa
employment growth. It is the coefficient on the
U.S. growth in the following regression:

Washington State growth =bo + b1 * U.S.
Growth + g

Where g isthe error term. A beta equal to one im-
plies astate’s cycles mirror U.S. cycles. For 1985-
1994, Washington’ s beta was .54 (ranking 44th),
meaning that a1 percent changein U.S. growth
was associated with a .54 percent change in Wash-
ington growth.

Column 3 lists the correlation coefficient between
state and national employment growth. By this
measure, Washington ranks 35th. A fourth meas-
ure of diversity focuses on employment volatility,
defined as the standard deviation of 12 month
growth divided by the 12 month growth rate. By
this measure, Washington ranks 43rd.

Washington, thus, scores either average or poorly
by all four estimates—and yet the state has
avoided an economic downturn since 1982. Utah
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and Nevada, with economies also expanding
since 1982, also score low on most diversity
measures. |daho and New Mexico also score low,
yet have performed impressively.

What can one conclude from this? Just because a
state’ s industrial structure resembles that of the
U.S. does not mean that the stat€’ s industries are
diversified. Nor doesit imply that state cycles
should be moderate. Second, to the extent thereis
arelation between growth and variance, it appears
to be negative. Could there be arelationship be-
tween growth and stability?

Part 5. The Tradeoff between Growth and
Stability

To get ahigher return in financial markets, one
must accept greater risk. In the labor market, such
arelationship should not existsin a steady state.
Might, however, there be arelationship between
risk and return for states or sectorsin the short
run? Theoretically, it is unclear: there are two op-
posing effects. On the one hand, firms may be re-
luctant to invest in unstable economies. On the
other hand, firms may demand higher returns, and
workers higher wages, in return for working in un-
stable industries or regions.

In arecent paper Garey Ramey and Valerie Ra-
mey (1995) examined this relationship. They re-
gressed growth rates for 92 countries against the
standard deviation of growth rates. Their results
are the following:

Dyi =.030 - 0.154s;
(7.7) (-2.3) R% = 057

where

Dyi = average growth rate of country i

Dsi = standard deviation of the growth rate of
country i

Thet-statistics (in parenthesis) indicate that there
isanegative and significant relationship between



growth and stability. One can extend this regres-
sion to the U.S. Consider the following regression
for annual growth in real per capitaincome (1950-
1994) for dl states:

Dpcij =.0218 - 0.0509s;

(19.17) - (1.45) R% = 057
Thefirst equation fails to establish arelationship
one way or another. The equation is misspecified,
however, since lower income states tend to grow
faster than larger states. To control for this, one
can add the initial level of per capitaincome as an
additional regressor:

Dpcij =.0218 - 0.0407sj - .0131 pci1950
(12.61) (-2.01) (-10.552)

R?=.72
In the second equation, the t-statistic on the stand-
ard deviation is negative and significant. From
this, it appears that to the extent that thereisare-
lationship between growth of per capitaincome
and instability, it is a negative one. An analogous

regression for employment gives similar results:

DEj =.0215 + 0.88sE

(.35) (3.85) R% = 47
DEj = .054 - 0.0048sig +.00001 E1950
(4.22) (-2.03) (-.048) R® = .47

I mplications

Washington has been diversifying in recent years.
According to the results of thisreport, thisisa
positive development. Diversified states are more
stable and grow faster.

In recent years Washington’s industrial structure
has become more like that of the U.S. It is shift-
ing away from manufacturing, and into services.
Over time, its business cycles will become more
synchronous with those of the U.S. Likdy, this
will mean milder albeit more frequent economic
downturns.
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CHART 4.2

Growth and Standard Deviation of Key Sectors
(1969- 1994)
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CHART 4.3

Washington's Economic Diversity Index
1969 - 1994
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TABLE 4.1
Growth, Variance and Betas for Industriesin Washington

(1) ) ©) (4) (5) (6)
Correlation with State Employment  Average Growth Standard Deviation Beta
Rate of Growth
1950-1995  1970-1995  1980-1995  1970-1994  1970-1994
Fraction of Labor Force

in 1994

14.6%  Manufacturing 0.89 0.90 0.86 1.57% 6.36% 1.72
4.0%  Aerospace 0.61 0.68 0.42 3.60% 18.07% 3.33

26.0%  Services 0.75 0.88 0.82 4.66% 2.85% 0.65
54%  Construction 0.73 0.80 0.88 2.43% 9.43% 2.08
5.0%  Transportation/communications 0.79 0.82 0.81 1.32% 3.56% 0.86
54%  Financelrea estate/insurance 0.60 0.79 0.59 3.53% 3.11% 0.57

10.5%  Manufacturing excluding aerospace 0.71 0.77 0.74 1.11% 5.19% 112

19.0%  Government 0.57 0.36 0.63 2.73% 2.79% 0.48

24.5%  Wholesaling and retailing 0.87 0.91 0.87 3.04% 2.88% 0.76

Total 1.00 1.00 1.00 2.80% 3.28% 1.00




TABLE 4.2
Measures of Diversity for the Top 10 Growing States

(1) (2) (3) (4) (4)

Growth Rates  Sectoral Beta Employment Employment

Diversity Correlations Volatility

1969 - 1994 (Rank) (Rank) (Rank) (Rank)

1 Nevada 5.49% 50 0.83(33) 0.66 (30) 62.30 (39)
2  Arizona 4.84% 23 0.97 (22 0.77 (29) 96.32 (28)
3  Horida 4.21% 13 1.18(6) 0.95 (1) 89.09 (30)
4  Utah 3.69% 1 0.5 (46) 0.36 (39) 60.19 (40)

5 Alaska 4.49% 40 1.09 (11 0.13 (42) 349.25 (7)
6  Georgia 3.07% 12 1.11 (10) 0.91(8) 99.41 (26)
7  Washington 2.94% 38 0.55 (43) 0.55 (35) 57.13 (43)
8 New Mexico 3.37% 21 0.64 (39) 0.56 (34) 74.85 (35)
9 North Carolina 2.65% 17 1.05(15) 0.9 (9 85.72 (33)
10 |daho 3.39% 43 0.94(27) 0.03 (45) 88.42 (31)




Specia Report: Chapter 5

Chain Weight Real Gross
Domestic Product

I ntr oduction

The U.S. Department of Commerce, Bureau of
Economic Analysis (BEA) was to have released
its 10th comprehensive revision of the national in-
come and product accounts (NIPA) in December
1995. Due to the budget impasse, which shut
down most federal government statistical agen-
cies, the revised estimates were released too late
to be incorporated in thisforecast. The results of
the comprehensive revision will be reflected in
the June forecast update, however. According to
the BEA, comprehensive revisions are made to in-
corporate “ (1) Definitiona and classificational
changes that update the accounts to portray more
accurately the evolving U.S. economy, (2) statisti-
cal changes that update the accountsto reflect the
introduction of new and improved methodologies
and the incorporation of newly available and re-
vised data, and (3) presentational changes that up-
date the NIPA tables to reflect definitional,
classificational, and statistical chan(%es and to
make the tables more informative.” = The most
striking innovation in the latest comprehensive re-
vision, however, is a new featured measure of real
output and prices.

Fixed Weight Real GDP

Gross domestic product (GDP) isthe sum tota of
production that occurs within the borders of the
United States. Calculating GDP and its major
components — consumption, investment, govern-
ment purchases, and exports and imports — in-
volves aggregating all sorts of disparate goods
and services. It is, literally, an exercise in adding
apples and oranges. Clearly, different goods and
services cannot be aggregated without aweight-
ing scheme. The prices of the components of
GDP provide the weights. Thus, current dollar
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GDP issmply the total dollar value of al the
components.

The calculation of current dollar or nominal GDP
is not very controversial, but also not very inter-
esting. What we are usually interested in is how
much of the change in current dollar GDP from
one period to the next is due to changes in quanti-
tiesand how much is the result of changesin
prices. In the past, the BEA has used afixed
weight methodology to distinguish price changes
from quantity changes. First, abase year is cho-
sen. Prior to the most recent GDP rel ease the base
year was 1987. Next, the individual components
of nomina GDP, at a high degree of disaggrega-
tion, are deflated with appropriate indices and
converted to constant dollar or real (1987 dollar)
equivaents. The real components are then added
up to calculate real GDP and its mgor compo-
nents. Real GDP calculated this way has the vir-
tue that changes in real GDP reflect only changes
in quantities since prices are held constant. Im-
plicit price deflators for GDP and its components
are generated by dividing the nominal values by
thereal values.

Applesand Oranges

The above procedure works well when relative
prices are relatively constant. When relative
prices vary, however, the split between inflation
and real growth varies depending on the base year
chosen. Asrelative prices change over time, pur-
chasers tend to substitute away from the goods
and services that have become reatively more ex-
pensive and towards those that have become rela-
tivelg/ cheaper. Consider the examplein Table
5.1.” Though the price of both apples and oranges
rose between the two periods, the price of apples
roserelatively less, making apples relatively more
attractive to consumers. As aresult, consumers



TABLES.1
Year 1

Expenditures Quantity Price
Oranges $3.00 30 $0.10
Apples $2.00 10 $0.20
Total Fruit  $5.00
Year 2

Expenditures Quantity Price
Oranges $4.00 20 $0.20
Apples $5.00 20 $0.25
Total Fruit  $9.00

purchased relatively more apples and fewer or-
anges in the second period than in the first. There
IS no question that the quantity of oranges
dropped by athird between the two periods while
the quantity of apples doubled, but what can be
sad of the quantity of fruit in genera? Likewise,
the price of oranges doubled while the price of ap-
plesrose only 25 percent. What can we say about
the price of fruit in general? Evaluated at Year 1
prices, the value of fruit rose from ((30 x $0.10) +
(10 x $0.20))= $5.00 to ((20 x $0.10) + (20 x
$0.20)) = $6.00, a 20.0 percent increasein rea
output. Thereal value of fruitin Year 2 prices,
however, rose from ((30 x $0.20) + (10 x
$0.25))= $8.50 to ((20 x $0.20) + (20 x $0.25)) =
$9.00 whichis an increase of only 5.9 percent.
Did rea output rise 20.0 percent or 5.9 percent.
Since the current dollar increaseis the same re-
gardless of the base year, the implicit price defla-
tor for fruit, which is defined as current dollar
fruit divided by constant dollar fruit, is affected in
the opposite direction. Using Year 1 as the base
year, the implicit price deflator for fruit rose 50.0
percent between the two periods. The Y ear 2 fruit
deflator rose 70.0 percent, however, using the
same underlying data. The possibility of substitu-
tion biases the fixed weight methodology in favor
of the base year. Year 1 real output tends to ook
better relative to Year 2 (lessrea growth and
more inflation) if Year 1isthe base year. Con-
versely, Year 2 real output tends to look better

relativeto Year 1 (morereal growth and lessinfla-
tion) if Year 2 isthe base year.

The common sense solution is to take an average
of the two real growth rates and economic theory
supports this approach. In the “Fisher Idea” meth-
odology, the ratio of the second year’ s real output
to the first year’ sreal output is calculated as the
geometric mean of the two fixed weight ratios. In
the above example, theratio of Year 2to Year 1
real output is (1.200 x 1.059)Y? = 1.127. Thus,
this methodology produces area growth rate of
12.7 percent. Inflation, as measured by the result-
ing implicit price deflator, is 59.7 percent. Thisis
the precisely the approach that has been adopted
by the BEA in its latest comprehensive revision
of the national income and product accounts for
annual GDP estimates. The base year for the new
estimates is 1992. This year was chosen because
itisthelatest year that will not be revised before
the next comprehensive revision of the NIPA. By
definition, real GDP in the base year is the same
asnomina GDP. Real GDP for years prior to the
base year and subsequent to the base year are
“chained” to the base year GDP using the growth
rates derived with the “Fisher Ideal” formulato
generate “chained (1992) dollar” estimates.

The BEA concluded that the quarterly price data
are too erratic, however, to usein calculating
guarter to quarter real growth. Instead, annual
price data from adjacent years are used. The third
and fourth quarters of agiven year use the prices
for the current year and subsequent year while the
first and second quarters use prices from the prior
year and current year. Thisis not possible for the
most recent severa quarters, however, since it re-
quires annual datathat are not yet available. The
BEA does not use price data that has not yet un-
dergone an annual revision. Currently the last
year to be so revised is 1994. As aresult, another
method must be used to estimate real growth from
the third quarter of 1994 on. For these quarters,
the BEA uses weights from the most recent re-
vised annual data (1994) to calculate real growth
for the later quarters. This means that the most re-



cent quarterly data suffer from the same substitu-
tion bias as under the previous fixed weight re-
gime. The distortions should be smaller than
under the previous methodology, though, since
the weights will be much more current. For exam-
ple, theinitial estimates of real growth in the third
quarter of 1995 were based on 1987 prices. Under
the new methodol ogy, the third quarter growth
rate would have been calculated using 1994
prices.

Changing History

Rebasing the national income and product ac-
counts from one period to another changes the
level of the quantity and price measures. What
may be surprising, though, is that rebasing, under
the fixed weight regime, can significantly alter re-
ported real growth and inflation. Thisis dueto
the substitution effect described above. The quan-
tity of goods and services whose pricesfall rela-
tive to other prices tends to increase more than
the quantity of goods and services whose relative
pricesrise. Thus, just asin the apples and oranges
case, the most rapidly growing sectors tend to add
less to aggregate growth when evaluated at the
later, and relatively lower, prices. In recent years,
the rapidly declining price of computers com-
bined with explosive real growth has been produc-
ing this phenomenon. The strong real growthin
computer production adds much more to aggre-
gate growth when evaluated at 1987 prices than at
the much lower current prices.

Chart 5.1 compares the pre-comprehensive revi-
sion fixed weight estimates of real GDP with the
chain weight alternative. In both cases the base
year is 1987 and both use exactly the same under-
lying data. The two measures produce similar re-
sultsin the vicinity of the base year but diverge at
each end. In the three years ending with the third
quarter of 1995, the chain weight measure pro-
duces 0.7 percent per year lessreal growth than
does the fixed (1987) weight measure. Inflation,
as measured by the implicit price deflator for
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GDP, is correspondingly higher under the chain
weight measure asisillustrated in Chart 5.2.

The appearance of Washington real personal in-
come growth is also affected by the switch to
chain weight estimates, although the distortions
are lessthan in GDP. The implicit price deflator
for consumption is used to deflate personal in-
come. Chart 5.3 compares Washington personal
income deflated with the fixed weight measure
with Washington persona income deflated with
the chain weight aternative. During the three
years ending with the third quarter of 1995, the
chain weight methodology produces 0.4 percent
per year lessreal growth than does the fixed
weight scheme. Inflation, as measured by the im-
plicit price deflator for consumption, is 0.4 per-
cent per year more during this period asis
illustrated in Chart 5.4.

The Forecast for 1996-99

The biases inherent in the fixed weight methodol-
ogy continue into the future. Table 5.2 shows
what the current forecast would look like using
chain weights and compares it with the actual,
fixed (1987) weight forecast. All the mgor com-
ponents of GDP, with the exception of the federal
government, would show less growth under the
chain weight methodology. The growth of the cor-
responding implicit price deflators would be af-
fected by the same amount but in the opposite
direction. One of the major drivers of the current
expansion has been nonresidentia fixed invest-
ment. As mentioned above, the most important
reason that the chain weight approach produces
lessreal growth is that it gives a much smaller
weight to computers. Thisis particularly evident
in nonresidential fixed investment which grows
two to three percent per year less with chain
weights.

Charts 5.5 and 5.6 illustrate the likely effects of
the chain weight methodology on future forecasts
of real growth and inflation. The deflators used in
these charts were taken from the Data Resources’



February forecast which was thefirst to include
both chain weight and fixed (1987) weight con-
cepts. In Chart 5.5, real GDP calculated both
ways has been indexed to the fourth quarter of
1995 level. As can be seen, the chain weight
measure continues to rise more slowly throughout
the forecast. By the end of 1999 the differenceis
1.7 percent. The slower real growth using chain
weightsis offset by higher inflation, as can be
seen in Chart 5.6. During the four yearsin this
forecast, chain weights result in an average of 0.4
percent per year more inflation and lessreal
growth than fixed weights.

The conversion to chain weights will also affect
the appearance of the Washington State economic
forecast. Chart 5.7 compares the Washington real
personal income forecast calculated with the
chain weight deflator to the personal income fore-
cast calculated with the fixed (1987) weight defla-
tor. The differencein total real personal income
growth over the four years remaining in the fore-
cast is 1.3 percent. The implicit price deflator for
consumption rises an average of 0.3 percent per
year more using chain weights than fixed (1987)
weights asisillustrated in Chart 5.8, which
means that real personal income grows 0.3 per-
cent per year less.

Does It Matter?

The adoption of chain weight measures of rea
output and prices is more a matter of style than
substance. The underlying data are unaffected;
only the way aggregate measures of output and
prices are displayed is changed. As long as the
forecasting is done at a sufficiently disaggregated
level, the forecast will be relatively unaffected by
moving to chain weights. If every component of
real GDP were forecasted at the same fine level of
detail asin the most detailed BEA estimates, the
forecast would be completely unaffected. The na-
tional model used in this forecast is sufficiently
disaggregated. In particular, there are variablesin
the consumer and business sectors to account for
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the computer effect that is the main source of dis-
tortion in the fixed (1987) weight estimates.

The potential existsfor an impact on the state
forecast as aresult of the adoption of chain
weight estimates. The state model is aso fairly
disaggregated and is driven by the U.S. forecast
for specific industries, though. The aggregated
components of GDP are not factors in the state
economic model. The one areawhere chain
weights could make some real differenceis
through real personal income. Theimplicit price
deflator for consumption is used to deflate Wash-
ington personal income. Since chain weights pro-
duce amore rapidly growing consumption
deflator, they will produce a more slowly growing
real personal income forecast. Rea personal in-
come is not an important explanatory variable in
the model, however, so the impact will be slight.
Asin the nationa forecast, the main result of the
move to chain weights will bein the split between
reported inflation and real growth.

Conclusion

The new measures of real output and prices will
provide a more accurate tracking of real growth
and inflation, especially as we move farther away
from the base year. In the future, the real growth
and inflation between two yearswill depend only
on the prices and quantities in those years rather
than in some arbitrary earlier year. By removing
the substitution bias, this “Fisher Ideal” approach
istheoretically superior to the fixed weight meth-
odology. Finally, since the real growth and infla-
tion estimates depend only on contemporaneous
prices and quanties, they will be unaffected by
changesin the base year. Changing the base year
will change the level of real output and prices but
leave the pattern of growth unaffected.

Footnotes:

1. “Improved Estimates of the National Income and Product
Accountsfor 1959-1995,” Survey of Current Business, January/Feb-
ruary 1996, p. 1.

2. “Preview of the Comprehensive Revision of the National
Income and Product Accounts” Survey of Current Business, July
1995, p. 31.



TABLES5.2

I mpact of the Comprehensive NI PA Revision on Reported GDP Growth
Annual Percent Change

Chain Weighted GDP For ecast 1995:2  1995:3  1995:4  1996:1 < 1996:2  1996:3  1996:4 1994 1995 1996 1997 1998
Gross Domestic Product 0.7 3.0 0.9 18 11 22 2.7 3.6 24 17 22 19
Fina Sales 17 3.0 13 35 12 16 24 3.0 2.6 22 20 18
Gross National Product 0.3 29 0.9 18 11 23 29 33 22 17 23 19
Tota Consumption 3.0 23 14 42 25 22 25 32 2.6 2.7 22 1.9
Nonresidential Fixed Investment 5.0 47 6.0 41 25 0.6 -0.2 118 118 35 11 29
Producers Durable Equipment 37 5.0 38 21 0.9 -0.9 0.0 15.6 12.6 21 14 4.0
Office and Computing Equipment 47.1 24.1 10.0 7.0 6.5 9.0 111 26.2 28.0 12.0 138 14.7
Autos 0.6 29.9 9.8 135 12.7 27 10.2 117 -5.2 12.0 84 3.6
Other -1.0 0.0 24 04 -0.9 -2.7 -25 14.5 124 -0.2 -1.0 25
Private Nonresidential Structures 9.0 3.6 12.3 9.7 6.6 45 -05 20 9.3 74 0.5 -0.1
Buildings 84 -04 19.1 134 8.0 42 -05 33 10.2 9.2 0.0 -0.7
Residentia Fixed Investment -13.9 10.8 7.3 29 -4.2 -39 -1.5 8.6 -1.9 1.0 -0.8 29
Exports 5.0 38 4.0 57 13 7.1 87 7.3 7.7 46 7.1 6.3
Imports 7.2 2.6 41 38 57 48 14 117 87 42 41 4.9
Federal Government -25 16 -8.0 -6.5 -6.6 -33 -2.9 -4.9 -4.1 -4.9 -2.8 -37
State and Local Governments 18 20 0.9 23 27 19 19 21 20 20 22 22
Fixed 1987 Weighted GDP For ecast 1995:2  1995:3  1995:4  1996:1  1996:2  1996:3  1996:4 1994 1995 1996 1997 1998
Gross Domestic Product 13 42 12 22 12 25 3.2 41 32 21 2.7 24
Fina Sales 2.6 41 18 4.0 13 18 29 35 34 27 25 24
Gross National Product 11 4.2 13 22 12 2.6 34 38 31 21 2.8 25
Tota Consumption 34 29 20 46 27 24 27 35 29 31 25 22
Nonresidential Fixed Investment 113 83 7.1 51 3.6 2.6 25 137 14.5 54 42 6.2
Producers Durable Equipment 119 9.6 55 38 2.8 20 34 17.6 16.0 49 52 7.9
Office and Computing Equipment 51.5 28.1 11.6 85 82 10.7 129 27.3 30.9 14.0 15.7 16.7
Autos 04 30.2 6.0 134 115 25 9.8 12.0 -5.2 11.0 82 38
Other -1.6 -0.2 25 0.5 -0.8 -2.6 -24 14.5 121 -0.2 -0.9 2.6
Private Nonresidential Structures 9.0 35 12.8 9.6 6.6 46 -05 1.9 9.2 7.5 0.5 -0.1
Buildings 8.6 -0.6 19.0 134 8.0 42 -05 34 10.2 9.1 -0.0 -0.7
Residentia Fixed Investment -13.7 10.9 7.3 29 -4.2 -39 -15 8.6 -1.8 1.0 -0.8 29
Exports 6.6 10.6 5.2 83 38 9.2 10.5 9.0 10.5 7.3 9.2 81
Imports 9.9 8.6 6.1 55 82 8.0 41 134 11.0 7.0 7.1 8.0
Federal Government -2.9 49 -9.9 -6.7 -7.1 -3.8 -32 -53 -37 -5.2 -32 -4.3
State and Local Governments 20 21 0.9 24 28 19 19 21 21 20 23 23
Difference 1995:2  1995:3  1995:4  1996:1 < 1996:2  1996:3  1996:4 1994 1995 1996 1997 1998
Gross Domestic Product -0.6 -1.2 -0.3 -04 -0.1 -0.2 -05 -05 -0.8 -04 -05 -05
Fina Sales -0.8 -1.1 -05 -05 -0.1 -0.2 -05 -04 -0.8 -04 -04 -0.6
Gross National Product -0.8 -1.2 -04 -04 -0.1 -0.3 -05 -05 -0.9 -04 -05 -0.6
Tota Consumption -04 -0.6 -0.6 -0.3 -0.2 -0.2 -0.2 -0.3 -0.3 -04 -0.3 -0.3
Nonresidential Fixed Investment -5.6 -33 -1.0 -0.9 -1.1 -1.9 -2.6 -1.6 -2.3 -1.8 -3.0 -31
Producers Durable Equipment -7.3 -4.2 -1.6 -1.7 -1.9 -2.9 -33 -1.7 -2.9 -2.6 -37 -3.6
Office and Computing Equipment -2.9 -31 -15 -14 -15 -15 -16 -0.9 -2.2 -17 -16 -17
Autos 0.2 -0.2 3.6 0.1 1.0 0.1 0.3 -0.2 -0.0 0.9 0.2 -0.2
Other 0.6 0.2 -0.1 -0.1 -0.1 -0.2 -0.1 -0.0 0.3 -0.0 -0.1 -0.1
Private Nonresidential Structures 0.0 0.1 -04 0.1 -0.0 -0.1 0.0 0.1 0.1 -0.1 -0.0 0.0
Buildings -0.2 0.2 0.0 0.0 0.0 0.0 0.0 -0.0 0.0 0.0 0.0 -0.0
Residentia Fixed Investment -0.2 -0.1 -0.0 0.0 0.0 0.0 -0.0 0.0 -0.1 -0.0 0.0 0.0
Exports -1.5 -6.1 -1.2 -24 -24 -1.9 -1.6 -1.6 -2.6 -25 -1.9 -1.7
Imports -25 -55 -1.9 -1.6 -2.3 -3.0 -2.6 -15 21 -2.6 -2.8 -2.9
Federal Government 04 -31 22 0.2 0.6 0.6 0.3 0.5 -05 0.3 04 0.6

State and Local Governments -0.2 -0.1 0.0 -0.1 -0.1 -0.0 -0.0 -0.0 -0.1 -0.0 -0.1 -0.1




Alternative Measures of U.S. Real Output

CHART 5.1

Real GDP
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Alternative M easur es of Washington Real Personal Income

CHART 5.3
Real Personal Income
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Alternative U.S. Real Output Forecasts

Chart 5.5 CHART 5.6
Real GDP Index Inflation - GDP Deflator
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Alternative Washington Real Personal Income For ecasts

CHART 5.7 CHART 5.8
Real Personal Income Index Inflation - Consumption Deflator
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Appendix

TABLE 1.1

U.S. Economic Forecast Summary

Forecast 1996 to 1999

1992 1993 1994

1995

1996

Real National Income Accounts (Billions of 1987 Dollars)

Real Gross Domestic Product
% Ch
Real Consumption
% Ch

Real Nonresidential Fixed Investment

% Ch

Real Residential Fixed Investment

% Ch
Real Personal Income
% Ch
Real Per Capita Income ($/Person)
% Ch

U.S. Implicit Price Deflator (1987=1.0)

% Ch

U.S. Consumer Price Index (1982-84=1.0)

% Ch

Employment Cost Index (June 1989=1.0)

% Ch

49793 51345 53440
23 31 41
33495 34587 3579.6
28 33 35
5259 5916 6724
20 125 137
1970 2131 2314
16.2 8.2 8.6
41740 42455 44093
28 17 39
16,319 16,428 16,891
17 0.7 28

Price and Wage Indexes

1235 1266 1.293
31 25 21
1404 1446 1483
30 30 26
1119 1151 1186
29 29 30

Current Dollar National Income (Billions of Dollars)

Gross Domestic Product
% Ch

Personal Income
% Ch

U.S. Civilian Labor Force
Totd U.S. Employment
Unemployment Rate (%)

Wage and Salary Employment
% Ch
Manufacturing
% Ch
Durable Manufacturing
% Ch
Nondurable Manufacturing
% Ch
Nonmanufacturing
% Ch
Services
% Ch

Auto Sales (Millions)
% Ch
Housing Starts (Millions)
% Ch
Federa Budget Surplus (Billions)
Net Exports (Billions)

3-Month Treasury Bill Rate (%)
30-Year U.S. Govt. Bond Rate (%)
Mortgage Rate (%0)

6020.3 63433 67384
52 54 6.2
51544 53751 57017
6.1 4.3 6.1

Employment (Millions)
127.0 128.0 131.0
117.6 119.3 123.1

7.39 6.81 6.08

108.60 110.73 114.03
0.3 20 30
1811 18.08 18.30
-16 -0.2 13
1028 1022 1043
-2.8 -05 20
7.83 7.86 7.87
-01 0.3 0.2
9049 9265  95.72
0.7 24 33
2005 3019 3148
25 39 43

Miscellaneous I ndicators

84 8.7 9.2
-04 4.3 59
1201 1296 1446
191 79 115
-282.7 -2414 -159.1
-30.3 -65.3 -98.2

3.43 3.00 4.25
7.67 6.60 7.37
8.40 7.33 8.37

5516.0 5632.7
32 21
3684.6 37975
29 31
769.7 8115
145 54
2272 2295
-18 10
45785 46882
38 24
17,370 17,620
28 14
1321 1349
22 21
1525  1.567
28 27
1219 1261
28 34
70726 7369.5
50 42
60479 6323.8
6.1 4.6
1324 1338
1250 1262
5.61 5.69
116.58 118.27
22 14
1840  18.09
05 -17
1059 1043
15 -15
7.81 7.66
-0.8 -20
98.18 100.18
26 20
3279 3385
41 33

8.9 8.8
-4.1 -0.2
1340 1318
-7.3 -16
-1422 -1495
-1163 -1117
5.49 4.73
6.88 5.78
7.95 6.89

1997

1998

1999

6.67
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TABLE 1.2

U.S. Economic Forecast Summary

Forecast 1996 to 1999

1994:1 1994:2 1994:3 1994:4 1995:1

Real National Income Accounts (Billions of 1987 Dollars)

Real Gross Domestic Product
% Ch
Real Consumption
% Ch

Real Nonresidential Fixed Investment

% Ch

Real Residential Fixed Investment

% Ch
Real Personal Income
% Ch
Real Per Capita Income ($/Person)
% Ch

U.S. Implicit Price Deflator (1987=1.0)

% Ch

U.S. Consumer Price Index (1982-84=1.0)

% Ch

Employment Cost Index (June 1989=1.0)

% Ch

5261.1 53141 5367.0
33 41 4.0
3546.3 3557.8 3584.7
4.7 13 31
6436 6579  680.0
10.9 9.2 141
2299 2338 2302
10.0 7.0 -6.0
43439 43909 44145
4.0 44 22
16,703 16,842 16,891
29 34 12

Price and Wage Indexes

1279 1289 1299
13 32 31
1468 1477 1490
21 26 36
1173 1183 119
31 35 27

Current Dollar National Income (Billions of Dollars)

Gross Domestic Product
% Ch

Personal Income
% Ch

U.S. Civilian Labor Force
Totd U.S. Employment
Unemployment Rate (%)

Wage and Salary Employment
% Ch
Manufacturing
% Ch
Durable Manufacturing
% Ch
Nondurable Manufacturing
% Ch
Nonmanufacturing
% Ch
Services
% Ch

Auto Sales (Millions)
% Ch
Housing Starts (Millions)
% Ch
Federa Budget Surplus (Billions)
Net Exports (Billions)

3-Month Treasury Bill Rate (%)
30-Year U.S. Govt. Bond Rate (%)
Mortgage Rate (%0)

6574.7 6689.9 67917
6.1 72 6.2
5555.8 56599 57345
53 1.7 54

Employment (Millions)
130.7 130.7 131.1
122.1 122.6 123.2

6.60 6.20 5.97

112.65 113.65 114.48
30 3.6 30
1818 1827 1833
19 19 15
1033 1040 1046
31 28 23
7.85 7.87 7.88
0.3 0.7 0.4
9447 9538 96.15
33 39 33
3091 3132 3169
37 54 4.8

Miscellaneous I ndicators

94 9.2 91
231 -118 -2.6
1361 1441 1471
-27.2 256 88
-176.2 -1451 -1540
-86.7 -976 -109.6

3.24 3.99 4.48
6.56 7.36 7.59
7.30 8.44 8.65

54338 54701
51 27
3629.6 3643.9
51 16
7082 7436
176 215
2315 2295
23 -34
44878 45442
6.8 51
17,129 17,303
5.8 41
1305 1312
19 22
1498 1510
23 31
1198  1.206
24 27
6897.2 69774
6.4 4.7
5856.6 5962.0
8.8 74
1317 1323
1244 1250
557 5.53
11533 116.08
30 26
1844 1852
23 18
1055  10.62
35 27
7.89 7.90
0.7 05
96.89  97.56
31 28
3202 3239
43 4.7

9.2 8.8

71 -16.5
1511  1.308
111 -43.9
-161.1 -1486
-989 -1111
5.28 5.74
7.96 7.64
9.10 8.81

1995:2

5487.8
13
3674.3
34
763.7
113
2212
-13.7
4551.6
0.7
17,289
-0.3

1.320
25
1.522
34
1.215
30

7030.0
30
6008.1
31

1321
124.6
5.70

116.37
10
18.46
-11
10.61

1995:3

1995:4
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TABLE 1.2

U.S. Economic Forecast Summary

Forecast 1996 to 1999

1996:1 1996:2 1996:3 19964 1997:1

Real National Income Accounts (Billions of 1987 Dollars)

Real Gross Domestic Product
% Ch
Real Consumption
% Ch

Real Nonresidential Fixed Investment

% Ch

Real Residential Fixed Investment

% Ch
Real Personal Income
% Ch
Real Per Capita Income ($/Person)
% Ch

U.S. Implicit Price Deflator (1987=1.0)

% Ch

U.S. Consumer Price Index (1982-84=1.0)

% Ch

Employment Cost Index (June 1989=1.0)

% Ch

55901.8 56088 5642.9
22 12 25
37609 37862 3808.6
4.6 27 24
8023 8095 8146
51 3.6 26
2327 2302 2279
29 -4.2 -39
46655 46757 4689.7
35 0.9 12
17596 17,593 17,606
25 -01 0.3

Price and Wage Indexes

1337 1345 1353
24 26 22
1551 1562 1572
32 30 26
1245 1256  1.266
3.6 3.6 34

Current Dollar National Income (Billions of Dollars)

Gross Domestic Product
% Ch

Personal Income
% Ch

U.S. Civilian Labor Force
Totd U.S. Employment
Unemployment Rate (%)

Wage and Salary Employment
% Ch
Manufacturing
% Ch
Durable Manufacturing
% Ch
Nondurable Manufacturing
% Ch
Nonmanufacturing
% Ch
Services
% Ch

Auto Sales (Millions)
% Ch
Housing Starts (Millions)
% Ch
Federa Budget Surplus (Billions)
Net Exports (Billions)

3-Month Treasury Bill Rate (%)
30-Year U.S. Govt. Bond Rate (%)
Mortgage Rate (%0)

72698 73238 7399.6
5.7 30 42
6236.3 6290.8 63445
6.0 35 35

Employment (Millions)
133.2 133.6 134.0
125.8 126.0 126.3

5.59 5.69 572

11765 11810 118.46
18 16 12
1820 1814  18.05
-16 -13 -20
1053 1048 10.39
-0.6 -20 -33
7.67 7.66 7.66
-3.0 -0.3 -0.3
99.44  99.96 100.41
24 21 18
3346 3371 3398
3.6 31 32

Miscellaneous I ndicators

8.8 8.8 8.8
32 22 -05
1361 1330 1.298
-12 -89 -92
-1609 -1492 -1423
-1023 -1162 -117.9

4.93 4.76 4.59
592 5.79 5.69
7.03 6.89 6.78

5687.4 57279
32 29
38342 38615
27 29
819.7 8275
25 39
2271 2265
-15 -10
47221 47545
28 28
17,686 17,767
18 18
1360 1.368
22 22
1582  1.593
25 26
1276  1.286
33 31
74848 75739
4.7 4.8
64234 65035
51 51
1343 1347
1266 1269
5.75 5.75
11886 119.25
13 13
1796  17.90
-19 -15
1032 10.27
-2.7 -20
7.64 7.63
-0.7 -0.7
100.89 101.35
19 18
3427 3456
34 34

8.9 9.0

32 5.6
1285 1.288
-4.0 0.9
-145.7 -1380
-1104 -106.5
4.64 4.68
5.73 5.75
6.87 6.88

1997:2

1997:3

1997:4
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TABLE 1.2
U.S. Economic Forecast Summary
Forecast 1996 to 1999
1998:1 1998:2 1998:3 19984 1999:1
Real National Income Accounts (Billions of 1987 Dollars)
Real Gross Domestic Product 58733 59070 59410 59735 60186
% Ch 24 23 23 22 31
Real Consumption 3949.8 39700 39881 4007.6 4037.7
% Ch 27 21 18 20 30
Real Nonresidential Fixed Investment 8793 8921 9045 9164 9255
% Ch 6.0 6.0 5.7 53 41
Real Residential Fixed Investment 2320 2335 2347 2361 2392
% Ch 4.2 25 21 23 54
Real Personal Income 48517 48714 48877 49135 49543
% Ch 30 16 13 21 34
Real Per Capita Income ($/Person) 17,968 18,001 18,022 18,077 18,188
% Ch 20 0.7 05 12 25
Price and Wage Indexes
U.S. Implicit Price Deflator (1987=1.0) 1399 1408 1417 1426 1434
% Ch 23 26 25 24 25
U.S. Consumer Price Index (1982-84=1.0) 1636 1649 1661 1673 1685
% Ch 29 30 30 30 29
Employment Cost Index (June 1989=1.0) 1326 1336 1346 1356 1.366
% Ch 31 31 30 30 31
Current Dollar National Income (Billions of Dollars)
Gross Domestic Product 79172 8003.1 8090.3 81742 8286.7
% Ch 47 44 44 42 5.6
Personal Income 6789.9 6860.7 69262 70049 71063
% Ch 53 4.2 39 4.6 59
Employment (Millions)
U.S. Civilian Labor Force 1361 1365 1369 1373 1377
Totad U.S. Employment 1283 1287 1290 1294 1298
Unemployment Rate (%) 5.73 5.74 575 5.77 5.74
Wage and Salary Employment 121.03 12152 122.00 12246 122.87
% Ch 17 16 16 15 13
Manufacturing 178 1780 1776 1771 17.68
% Ch -0.3 -0.6 -0.7 -13 -0.7
Durable Manufacturing 1016 1014 1011 1006 10.05
% Ch -0.9 -11 -12 -17 -0.6
Nondurable Manufacturing 7.66 7.66 7.66 7.64 7.63
% Ch 05 0.2 -01 -0.8 -0.7
Nonmanufacturing 10321 103.72 10424 10476 105.19
% Ch 21 20 20 20 17
Services 3570 3598 3625 3652 3673
% Ch 33 31 31 30 24
Miscellaneous I ndicators
Auto Sales (Millions) 91 91 91 91 91
% Ch 13 0.3 -0.8 -0.6 35
Housing Starts (Millions) 1315 1317 1315 1330 1370
% Ch 55 0.6 -0.8 48 127
Federa Budget Surplus (Billions) -1147 -1024 -89.3 -934 -1054
Net Exports (Billions) -1042 -1059 -1063 -10L7 -1021
3-Month Treasury Bill Rate (%) 4.64 4.64 4.64 4.64 4.64
30-Year U.S. Govt. Bond Rate (%) 5.63 5.64 5.56 553 5.44
Mortgage Rate (%0) 6.89 6.84 6.86 6.78 6.72

1999:2

138.2
130.3

571
123.33

17.66
-04
10.04
-0.2
7.62
-0.6
105.67
18
36.96
25

9.2
28
1.399
8.7
-96.1
-104.3
4.64
5.42
6.67

1999:3

1454

1711
31
1.387
31

8498.0
5.0
72717
4.6

138.7
130.8

5.69
123.81

17.65

1999:4

1.464

1724
31
1.398
31

8596.5

7366.6
53

139.2
1313

5.67
124.28

17.65
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TABLE 1.3
W ashington Economic Forecast Summary
Forecast 1996 to 1999
1992 1993 1994 1995
Real Income (Billions of 1987 Dollars)
Real Personal Income 88.832 90.707 93.143 96.615
% Ch 51 21 2.7 3.7
Real Wage and Salary Dish. 50.960 51.053 52.346 54.092
% Ch 53 0.2 25 33
Real Nonwage Income 37872 39.654 40.797 42523
% Ch 49 4.7 29 4.2
Real Per Capita Income ($/Person) 17,203 17,192 17,344 17,697
% Ch 27 -01 0.9 20
Price and Wage Indexes
U.S. Implicit Price Deflator (1987=1.0) 1235 1266 1293 1321
% Ch 31 25 21 22
Seattle Cons. Price Index (1982-84=1.0) 1390 1429 1478 1520
% Ch 37 28 34 29
Avg. Hourly Earnings-Mfg. ($/Hour) 1378 1401 1440 1414
% Ch 33 17 28 -1.8

Current Dollar I ncome (Billions of Dollars)

Nonfarm Personal Income 108.631 113.543 119.568 126.760

% Ch 83 45 53 6.0
Persona Income 109.702 114.842 120.444 127.626
% Ch 84 4.7 49 6.0
Disposable Personal Income 95.898 100.177 104.768 110.696
% Ch 8.7 45 46 57
Per Capitalncome ($/Person) 21,244 21,766 22427 23,377
% Ch 59 25 30 4.2
Employment (Thousands)
Washington Civilian Labor Force 26436 26988 27074 2797.2
Totd Washington Employment 24448 24959 25340 26234
Unemployment Rate (%) 7.52 7.52 6.40 6.21
Wage and Salary Employment 22219 22517 23037 23518
% Ch 20 13 23 21
Manufacturing 3472 3408 3369 3321
% Ch -13 -18 -11 -14
Durable Manufacturing 2456 2374 2306 2239
% Ch -24 -34 -2.9 -2.9
Aerospace 1119 1027 91.8 80.2
% Ch -32 -82 -106 -127
Nondurable Manufacturing 1016 1034 1063 1082
% Ch 14 18 28 18
Nonmanufacturing 18747 19109 1966.8 2019.7
% Ch 27 19 29 27
Congtruction 1192 1191 1230 1228
% Ch 0.9 -01 33 -01
Services 5578 5767 5980 6237
% Ch 41 34 3.7 43

Housing Indicators
Housing Units Authorized (Thousands) 39.682 41.342 44.034 38.848
% Ch 20.2 4.2 65 -118
Mortgage Rate (%0) 8.40 7.33 8.37 7.95

1996

99.686
32
56.078
37
43.608
26
18,002
17

1.349
21
1.559
25
14.48
24

133.448
53
134.463
54
117.036
57
24,281
39

1997

102.495
28
57.784
30
44.711
25
18,209
12

1.380
23
1.598
25
14.72
17

140.416
52
141.412
52
123.157
52
25,123
35

2901.5
27279
5.98

1998

105.634
31
59.675
33
45.959
28
18,416
11

1413
24
1.646
30
14.99
19

148.199
55
149.231
55
129.978
55
26,015
36

1999

109.241
34
61.750
35
47.491

79
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TABLE 1.4
W ashington Economic Forecast Summary
Forecast 1996 to 1999
1994:1 1994:2 1994:3 199%4:4
Real Income (Billions of 1987 Dollars)
Real Personal Income 91.658 93.043 93.025 94.847
% Ch -2.0 6.2 -01 81
Real Wage and Salary Dish. 51.621 52476 52112 53.174
% Ch 14 6.8 -2.8 84
Real Nonwage Income 40.038 40.566 40.913 41.673
% Ch -6.1 54 35 7.6
Real Per Capita Income ($/Person) 17,182 17,364 17,284 17,545
% Ch -37 43 -1.8 6.2
Price and Wage Indexes
U.S. Implicit Price Deflator (1987=1.0) 1279 1289 1299 1305
% Ch 13 32 31 19
Seattle Cons. Price Index (1982-84=1.0) 1458 1470 1486  1.498
% Ch 31 36 44 31
Avg. Hourly Earnings-Mfg. ($/Hour) 1440 1435 1436 1451
% Ch 7.2 -15 04 41

Current Dollar I ncome (Billions of Dollars)

Nonfarm Personal Income 116.370 119.085 120.144 122.673

% Ch 26 9.7 36 8.7
Persona Income 117231 119.932 120.839 123.775
% Ch -0.7 95 31 101
Disposable Personal Income 101.975 104.116 105.157 107.825
% Ch -13 8.7 41 105
Per Capitalncome ($/Person) 21976 22,383 22452 22,896
% Ch -25 7.6 12 81
Employment (Thousands)
Washington Civilian Labor Force 27189 26970 26969 2716.7
Totd Washington Employment 25357 2517.7 25302 2552.3
Unemployment Rate (%) 6.74 6.65 6.18 6.05
Wage and Salary Employment 22838 22938 23095 23278
% Ch 19 18 28 32
Manufacturing 3367 3362 3364 3383
% Ch -14 -0.7 0.3 23
Durable Manufacturing 2314 2300 2297 2311
% Ch -36 -2.3 -05 25
Aerospace 94.3 923 90.7 90.1
% Ch -14.3 -8.0 -7.0 -2.3
Nondurable Manufacturing 1054 1061 1067 107.2
% Ch 35 28 21 19
Nonmanufacturing 19470 19576 19731 19895
% Ch 24 22 32 34
Congtruction 1229 1232 1233 1227
% Ch -01 10 0.3 -1.7
Services 587.7 5935 6032 607.8
% Ch 23 39 6.7 31

Housing Indicators
Housing Units Authorized (Thousands) 44099 43542 45484 43011
% Ch -284 -5.0 191 -200
Mortgage Rate (%0) 7.30 8.44 8.65 9.10

1995:1

95.125
12
53.190
01
41.935
25
17,519
-0.6

1312
22
1.507
25
14.47
-11

124.001
44
124.804
34
108.526
26
22,985
16

1995:2

1.320
25
1517
28
14.46
-0.2

126.384
7.9
127.171
7.8
110.087
5.9
23,337
6.3

2809.8
2635.9
6.19

23484
-0.3
337.6
-4.0
229.9
-4.6
87.3
-9.0
107.7
-2.8
2010.7
0.3
122.8
-11
618.1
0.3

41.787
47.3
7.95

1995:3

1.323

1525
20
14.32
-4.0

127.769
45
128.589
45
111.510
53
23,513
31

2806.6
2624.8
6.48

2355.6

1995:4
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TABLE 14

Washington Economic Forecast Summary
Forecast 1996 to 1999

1996:1 1996:2 1996:3 1996:4

Real Income (Billions of 1987 Dollars)

Real Personal Income 99.155 99.234 99.789
% Ch 5.7 0.3 23
Real Wage and Salary Dish. 55.811 55.737 56.163

% Ch 84 -05 31
Real Nonwage Income 43344 43497 43.626
% Ch 23 14 12

Real Per Capita Income ($/Person) 18,002 17,955 17,990

% Ch 4.2 -1.0 0.8
Price and Wage Indexes

U.S. Implicit Price Deflator (1987=1.0) 1337 1345 1353
% Ch 24 26 22

Seattle Cons. Price Index (1982-84=1.0) 1544 1555 1564
% Ch 30 28 23

Avg. Hourly Earnings-Mfg. ($/Hour) 1439 1445 1451
% Ch 36.7 18 16

100.567
32
56.603
32
43.964
31
18,060
16

1.360
22
1573
23
14.57
16

Current Dollar I ncome (Billions of Dollars)

Nonfarm Personal Income

% Ch 83 31 49
Persona Income 132,540 133.513 135.000
% Ch 8.2 30 45
Disposable Personal Income 115296 116.132 117.599
% Ch 9.7 29 51
Per Capitalncome ($/Person) 24,063 24,157 24,338
% Ch 6.7 16 30
Employment (Thousands)
Washington Civilian Labor Force 28215 28335 28474
Totd Washington Employment 26395 26529 2669.3
Unemployment Rate (%) 6.45 6.37 6.25
Wage and Salary Employment 23824 23952 24109
% Ch 51 22 27
Manufacturing 3336 3339 3356
% Ch 220 04 20
Durable Manufacturing 2249 2249 2262
% Ch 35.0 -0.0 23
Aerospace 79.2 79.2 80.2
% Ch 1359 0.0 51
Nondurable Manufacturing 1086  109.0 109.3
% Ch -0.3 12 14
Nonmanufacturing 20488 20613 20754
% Ch 27 25 28
Congtruction 1229 1227 1239
% Ch -05 -05 38
Services 6362 6416 6474
% Ch 28 35 37
Housing Indicators
Housing Units Authorized (Thousands) 37595 39.807 39.981
% Ch -30.2 25.7 18
Mortgage Rate (%0) 7.03 6.89 6.78

131.478 132471 134.064 135.780

52
136.801
54
119.118
53
24,567
38

1997:1

101.451
36
57.090
35
44.362
3.7
18,145
19

1.368
22
1.583
25
14.63
16

137.758
6.0
138.771
5.9
120.916
6.2
24,819
42

1997:2

102.136
27
57.562
33
44575
19
18,188
10

1.376
23
1.593
26
14.69
17

139.495
51
140.506
51
122.386
4.9
25,021
33

1997:3

102.807
27
58.007
31
44.799
20
18,226
0.8

1.384
23
1.604
27
14.75
17

141.293
53
142.234
5.0
123.860
4.9
25,215
31

1997:4

143.119
53
144.137
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TABLE 14

Washington Economic Forecast Summary

Forecast 1996 to 1999

Real Persona Income
% Ch
Real Wage and Salary Dish.
% Ch
Real Nonwage Income
% Ch
Real Per Capita Income ($/Person)
% Ch

U.S. Implicit Price Deflator (1987=1.0)
% Ch

Seattle Cons. Price Index (1982-84=1.0)

% Ch
Avg. Hourly Earnings-Mfg. ($/Hour)
% Ch

Nonfarm Personal Income
% Ch

Personal Income
% Ch

Disposable Personal Income
% Ch

Per Capitalncome ($/Person)
% Ch

Washington Civilian Labor Force
Totd Washington Employment
Unemployment Rate (%)

Wage and Salary Employment
% Ch
Manufacturing
% Ch
Durable Manufacturing
% Ch
Aerospace
% Ch
Nondurable Manufacturing
% Ch
Nonmanufacturing
% Ch
Congtruction
% Ch
Services
% Ch

Housing Units Authorized (Thousands)
% Ch
Mortgage Rate (%0)

1908:1 1998:2 1998:3

104.549 105.256 105.963
38 27 27
58.993 59.437 59.899
3.6 30 31
45555 45819 46.064
4.0 23 22
18,361 18,396 18,429
18 0.8 0.7

Price and Wage Indexes

1399 1408 1417
23 26 25
1627 1640 1.653
30 32 32
1488 149  15.03
19 20 20

145.278 147.204 149.172
6.2 54 55
146.314 148.240 150.156
6.2 54 53
127502 129.135 130.770
6.6 5.2 5.2
25,696 25908 26,114
42 33 32

Employment (Thousands)

29450 29634 29822
27730 27914 28103
5.84 5.80 5.77

2510.0 2527.7 25457
29 28 29
3465 3483 3501
23 21 21
2340 2352 2365
23 22 23
84.9 85.7 86.4
3.6 3.6 35
1125 1130 1135
23 19 18
21635 21794 2195.6
30 30 30
1256 1260 1265
13 15 14
6884 6954 7025
42 41 41

Housing Indicators

43967 44643 45.165
105 6.3 4.8
6.89 6.84 6.86

1998:4

Real Income (Billions of 1987 Dollars)

106.769
31
60.370
32
46.399
29
18,478
11

1.426
24
1.666
33
1511
20

Current Dollar I ncome (Billions of Dollars)

151.141
54
152.214
5.6
132.503
54
26,343
35

1999:1

107.929
44
60.978
4.1
46.951
4.8
18,588
24

1434
25
1.679
32
15.18
21

153.738
7.1
154.811
7.0
134.895
74
26,662
49

1999:2

108.798
33
61.492
34
47.306
31
18,647
13

1.444
27
1.69%4
34
15.26
21

156.045
6.1
157.117
6.1
136.855
59
26,928
41

1999:3

109.655
32
62.014
34
47.640
29
18,703
12

1454
27
1.708
34
15.34
21

158.403
6.2
159.420
6.0
138.809
5.8
27,191
4.0

1999:4

110.581
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TABLE 21

U.S. Nonagricultural Employment by Industry

Forecast 1996 to 1999

Wage and Salary Employment
% Ch
Manufacturing
% Ch
Nondurable Manufacturing
% Ch
Food and Kindred Products
% Ch
Pulp and Paper
% Ch
Apparel
% Ch
Printing
% Ch
Chemicas
% Ch
Other Nondurables
% Ch
Durable Manufacturing
% Ch
Lumber and Wood
% Ch
Furniture
% Ch
Stone-Clay-Glass
% Ch
Primary Metals
% Ch
Fabricated Metas
% Ch
Nonéectrical Machinery
% Ch
Electricad Machinery
% Ch
Transportation Equipment
% Ch
Instruments
% Ch
Other Durables
% Ch
Nonmanufacturing
% Ch
Mining
% Ch
Construction
% Ch
Trans., Comm. and Utilities
% Ch
Wholesde Trade
% Ch
Retal Trade
% Ch
Finance-Insurance-Red Estate
% Ch
Services
% Ch
State and Loca Government
% Ch
Federal Government
% Ch

1992

108.60

0.3
18.11
-16
7.83
-01
1.66
-0.3
0.69
0.4
1.01
0.1
151
-19
1.08
0.8
1.88
0.7
10.28
-2.8
0.68
0.7
0.48
0.6
0.51
-16
0.69
-39
133
-19
1.93
-35
153
-4.0
1.83
-3.2
0.93
-4.7
0.37
0.6
90.49
0.7
0.63
-79
4.49
-35
5.72
-0.7
6.00
-14
19.36
0.4
6.60
-0.7
29.05
25
15.67
15
297
0.1

1993

110.73
20
18.08
-0.2
7.86
0.3
1.68
10
0.69
0.2
0.99
-18
1.52
0.7
1.08
-0.3
1.90
11
10.22
-05
0.71
43
0.49
19
0.52
0.7
0.68
-16
134
0.7
1.93
0.1
153
-0.2
1.76
-4.0
0.90
-3.6

1994

114.03
30
18.30
13
7.87
0.2
1.68
0.0
0.69
-0.1
0.97
-20
154
16
1.06
-19
1.93
18
10.43
20
0.75
6.1
0.50
31
0.53
30
0.70
23
1.39
3.6
1.98
28
157
29
175
-04
0.86
-3.6
0.39
3.2
95.72
33

1995

116.58
22
18.40
0.5
7.81
-0.8
1.69
0.4
0.69
-05
0.92
-55
1.56
0.9
1.05
-14
1.92
-0.6
10.59
15
0.76
0.6
0.50
-05
054
17
0.71
21
143
34
204

162
1.74

1996

118.27
14
18.09
-17
7.66
-2.0
1.67
-0.9
0.67
-2.0
0.87
-4.6
154
-10
1.03
-14
1.87
-2.8
10.43
-15
0.74
-17
0.49
-18
0.53
-14
0.70
-18
142
-11
2.03
-0.6
1.62
-04
1.69
-3.0
0.82
-24
0.39
-16
100.18
20
0.56
-2.8
5.33
16
6.25
0.9
6.41
14
21.19
17
7.04
13
33.85
33
16.72
16
2.83
0.2

1997

119.86
13
17.85
-13
7.63
-0.3
1.65
-11
0.67
-0.9
0.88
0.8
155
0.3
1.03
0.1
1.85
-0.8
10.22
-2.0
0.73
-1.2
0.50
13
0.52
-18
0.69
-20
141
-0.7
1.97
-2.8
1.59
-16
161
-4.8
0.81
-2.0
0.39
13
102.01
18
0.55
-17
5.26
-1.2
6.29
0.6
6.48
11
21.58
18
7.05
0.3
34.99
34
17.05
19
275
-2.7

1998

121.75
16
17.77
-04
7.65
0.3
1.66
0.7
0.67
0.6
0.87
-0.7
1.56
0.7
1.04
0.8
1.85
-0.2
10.12
-10
0.73
-0.0
0.50
05
0.52
-0.9
0.68
-12
141
-0.0
1.94
-18
1.59

1999
123.57

17.66
-0.6
7.61
-05
1.66
-04
0.67
-05
0.86
-14
155
-0.1
1.04
-0.2
1.83
-0.7

10.05
-0.7
0.73
-0.2
0.50
-0.2
051
-0.9
0.67
-11
1.40
-04
191
-13
1.60

0.3
1.56
-05
0.76
-2.8
0.39

105.91
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1994:2

113.65
3.6
18.27
19
7.87
0.7
1.68
0.0
0.69
-0.2
0.97
0.8
154
20
1.06
-21
1.93
23
10.40
28
0.75
51
0.50
30
0.53
4.9
0.69
14
1.38
4.9
1.98

TABLE 2.2
U.S. Nonagricultural Employment by Industry
Forecast 1996 to 1999
1994:1
Wage and Salary Employment 112.65
% Ch 30
Manufacturing 18.18
% Ch 19
Nondurable Manufacturing 7.85
% Ch 0.3
Food and Kindred Products 1.68
% Ch -11
Pulp and Paper 0.69
% Ch 0.8
Apparel 0.97
% Ch -16
Printing 153
% Ch 20
Chemicas 107
% Ch -29
Other Nondurables 192
% Ch 30
Durable Manufacturing 10.33
% Ch 31
Lumber and Wood 0.74
% Ch 81
Furniture 0.50
% Ch 44
Stone-Clay-Glass 0.53
% Ch 36
Primary Metals 0.69
% Ch 34
Fabricated Metas 1.36
% Ch 43
Nonéectrical Machinery 1.96
% Ch 40
Electricad Machinery 155
% Ch 32
Transportation Equipment 174
% Ch 13
Instruments 0.88
% Ch -33
Other Durables 0.39
% Ch 43
Nonmanufacturing 94.47
% Ch 33
Mining 0.61
% Ch 20
Construction 4.86
% Ch 6.7
Trans., Comm. and Utilities 5.93
% Ch 29
Wholesde Trade 6.07
% Ch 33
Retal Trade 20.19
% Ch 38
Finance-Insurance-Red Estate 6.91
% Ch 33
Services 30.91
% Ch 37
State and Loca Government 16.11
% Ch 17
Federal Government 2.89
% Ch -14

1994:3

114.48
30
18.33
15
7.88
0.4
1.68
-0.2
0.69
-0.2
0.97
-05
155
22
1.06
-17
1.93
13
10.46
23
0.76
43
0.50
30
0.53
18
0.70
4.7
1.39

1.99

1994:4

115.33
30
18.44
23
7.89
0.7
1.68
0.6
0.69
0.8
0.96
-2.6
155
16
1.05
-13
1.95
29
10.55
35
0.76
41
051
19
054
35
0.71
6.2
141
54
201
30
1.60
43
1.76
38
0.85
-2.2
0.39
27
96.89
31
0.59
-2.7
5.13
6.9
6.09
3.6
6.21

20.68
34
6.93
-0.7
32.02

16.37
17
2.86
-11

1995:1

116.08
26
18.52
18
7.90
05
1.69
20
0.69
0.0
0.95
-53
1.56
19
1.05
-0.1
1.95
14
10.62
27
0.77
12
051
19
054
45
0.72
32
143
6.2
2.02
38
161
41
177
0.6
0.85
-2.3
0.40
14
97.56
28
0.59
-2.7
5.22
7.3
6.15
41
6.27
3.9
20.77
18
6.93
-0.2
32.39
4.7
16.40
0.7
2.83
-31

1995:2

116.37
10
18.46
-11
7.85
-25
1.69
0.0
0.69
-10
0.93
-84
1.56
-05
1.05
-2.3
1.93
-39
10.61
-0.1
0.76
-4.9
0.50
-5.6
054
-0.7
0.72
0.2
144
10
204
27
1.62
19
1.76
-13
0.85
-13
0.39
-2.3
97.91
14
0.58
-4.5
5.22
-0.2
6.18
20
6.31
23
20.77
-0.0
6.93
-0.3
32.65
34
16.43
0.6
2.83
-01

1995:3

116.77
14
18.34
-2.6
7.77
-4.2
1.68
-21
0.69
-2.3
0.91
-10.6
155
-11
1.04
-21
1.90
-7.0
10.58
-14
0.75
-30
0.49
-6.0
0.54
-3.6
0.71
-4.0
143
-17
2.05
20
1.63
16
174
-3.7
0.84
-14
0.39
-3.7
98.42
21
0.58
-4.9
524
14
6.20
13

1995:4
117.12

18.28
-15
7.72
-2.2
1.69

12
0.68
-2.9

-119
155
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1996:2

118.10
16
18.14
-13
7.66
-0.3
1.68
-05
0.68
-0.0
0.87
21
154
-13
1.03
11
1.87
-1.2
10.48
-2.0
0.75
-10
0.49
-0.3
054
-0.8
0.71
-0.2
142
-0.6
204
-10
1.63
11
1.70
-9.2
0.82
-17
0.39
-2.3
99.96
21
0.56
-15
5.33
0.4
6.24
0.4
6.40
0.4
21.14
18
7.03
15
33.71
31
16.69
25
2.85

TABLE 2.2
U.S. Nonagricultural Employment by Industry
Forecast 1996 to 1999
1996:1
Wage and Salary Employment 117.65
% Ch 18
Manufacturing 18.20
% Ch -16
Nondurable Manufacturing 7.67
% Ch -3.0
Food and Kindred Products 1.68
% Ch -1.6
Pulp and Paper 0.68
% Ch -33
Apparel 0.86
% Ch -55
Printing 154
% Ch -19
Chemicas 1.03
% Ch -31
Other Nondurables 187
% Ch -36
Durable Manufacturing 10.53
% Ch -0.6
Lumber and Wood 0.75
% Ch -19
Furniture 0.49
% Ch -3.0
Stone-Clay-Glass 0.54
% Ch -12
Primary Metals 0.71
% Ch -24
Fabricated Metas 142
% Ch -2.7
Nonéectrical Machinery 2.05
% Ch -19
Electricad Machinery 162
% Ch -2.8
Transportation Equipment 174
% Ch 9.7
Instruments 0.83
% Ch -33
Other Durables 0.39
% Ch -5.1
Nonmanufacturing 99.44
% Ch 24
Mining 0.57
% Ch -17
Construction 5.33
% Ch 32
Trans., Comm. and Utilities 6.24
% Ch 10
Wholesde Trade 6.40
% Ch 19
Retal Trade 21.05
% Ch 16
Finance-Insurance-Red Estate 7.00
% Ch 11
Services 33.46
% Ch 36
State and Loca Government 16.58
% Ch 18
Federal Government 2.83
% Ch 6.0

25

1996:3

118.46
12
18.05
-2.0
7.66
-0.3
1.67
-18
0.67
-11
0.88
39
154
0.6
1.03
-10
1.86
-0.9
10.39
-3.3
0.74
-17
0.49
0.6
0.53
-14
0.70
-4.6
142
-14
2.02
-39
161

1996:4

118.86
13
17.96
-19
7.64
-0.7
1.66
-2.3
0.67
-16
0.88
35
154
0.2
1.03
-12
1.86
-14
10.32
-2.7
0.74
-14
0.49
21
0.53
-24
0.70
-0.8
141
-14
2.00
-4.3
1.60
-3.0
164
-59
0.82
-2.0
0.39
18
100.89
19
0.56
-13
5.32
-0.7
6.26
0.6
6.43
10
21.35
21
7.06
0.6
34.27
34
16.85
20
2.80
-3.7

1997:1

119.25
13
17.90
-15
7.63
-0.7
1.65
-15
0.67
-15
0.88
-10
154
0.3
1.03
0.1
1.85
-0.8
10.27
-2.0
0.74
-15
0.49
12
0.53
-2.3
0.69
-20
141
-0.9
1.99
-2.7
1.59
-2.2
1.63
-3.8
0.81
-2.2
0.39
16
101.35
18
0.56
-2.0
5.30
-16
6.27
0.6
6.45
13
21.46
21
7.06
-0.0
34.56
34
16.93
18
2.78
-3.0

1997:2

119.63
13
17.84
-1.3
7.62
-0.5
1.65
-10
0.67
-10
0.88
-0.7
154
-0.1
1.03
11
1.85
-10
10.22
-19
0.73
-18
0.50
13
0.52
-2.3
0.69
-2.9
141
-0.3
1.98
-25
159
-0.5
161
-4.8
0.81
-2.3
0.39
10
101.79
18
0.55
-17
5.27
-19
6.28
0.7
6.47
11
21.55
17
7.05
-0.3
34.86
35
17.01
18
2.76
-30

1997:3

120.04
14
17.83
-0.1
7.63
0.6
1.65
0.6
0.67
0.1
0.88
-05
155
15
1.03
0.8
1.85
05
10.20
-0.6
0.73
0.3
0.50
20
0.52
-0.6
0.68
-15
141
0.2
1.97
-18
1.59
-0.1
1.60
-14
0.81
-17
0.39
23
102.21
16
0.55
-2.2
5.25
-18
6.29
0.7
6.49
14
21.62
14
7.05
-0.1
35.13

17.08
18
274
-24

1997:4
120.51

17.83
0.0
7.65
09
1.66
14
0.67
12
0.88
-0.6
155
13
1.04
11
1.85

10.19
-0.6
0.74

0.6
0.50
0.9
0.52
0.0
0.68
0.1
141
0.4
1.96

1.59
1.59
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TABLE 2.2
U.S. Nonagricultural Employment by Industry
Forecast 1996 to 1999
1998:1 1998:2
Wage and Salary Employment 121.03 12152
% Ch 17 16
Manufacturing 17.82 17.80
% Ch -0.3 -0.6
Nondurable Manufacturing 7.66 7.66
% Ch 05 0.2
Food and Kindred Products 1.66 1.66
% Ch 12 0.6
Pulp and Paper 0.67 0.67
% Ch 15 0.7
Apparel 0.88 0.87
% Ch -12 -0.6
Printing 155 1.56
% Ch 0.7 05
Chemicas 104 104
% Ch 12 0.6
Other Nondurables 185 185
% Ch -0.1 -0.6
Durable Manufacturing 10.16  10.14
% Ch -0.9 -11
Lumber and Wood 0.74 0.74
% Ch 05 -04
Furniture 0.50 0.50
% Ch 0.2 0.2
Stone-Clay-Glass 0.52 0.52
% Ch -0.7 -11
Primary Metals 0.68 0.68
% Ch -1.0 -19
Fabricated Metas 141 141
% Ch 0.2 -0.3
Nonéectrical Machinery 1.9 194
% Ch -15 -21
Electricad Machinery 159 159
% Ch 04 05
Transportation Equipment 158 158
% Ch -2.7 -19
Instruments 0.79 0.79
% Ch -3.0 -33
Other Durables 0.39 0.39
% Ch 0.3 04
Nonmanufacturing 10321 103.72
% Ch 21 20
Mining 0.55 0.55
% Ch -12 -11
Construction 5.23 5.22
% Ch -05 -0.7
Trans., Comm. and Utilities 6.32 6.33
% Ch 0.9 0.8
Wholesde Trade 6.54 6.57
% Ch 18 19
Retal Trade 2181 2191
% Ch 19 19
Finance-Insurance-Red Estate 7.08 711
% Ch 18 14
Services 3570 35.98
% Ch 33 31
State and Loca Government 1728 17.37
% Ch 23 22
Federal Government 270 2.68
% Ch -29 -25

1998:3

122.00
16
17.76
-0.7
7.66
-0.1
167
01
0.67
-0.1
0.88
0.3
1.56
0.3
1.04
0.0
1.85
-0.7
10.11
-12
0.73
-0.5
0.50
-0.1
0.52
-14
0.68
-16
141
-0.6
193
-21
159

1998:4

122.46
15
17.71
-1.3
7.64
-0.8
1.66
-0.3
0.67
-0.5
0.87
-14
155
-0.7
1.04
-04
184
-12
10.06
-17
0.73
-0.5
0.50
-14
0.52
-17
0.68
-1.3
1.40
-0.8
192
-24
159
-0.6
1.56
-24

1999:1

122.87
13
17.68
-0.7
7.63
-0.7
1.66
-05
0.67
-05
0.87
-2.7
155
-04
1.04
-01
184
-0.7
10.05
-0.6
0.73
-0.2
0.50
-10
0.52
-0.9
0.67
-11
1.40
-04
1.92
-0.7
1.59
0.7
1.56
-05
0.77
-2.8
0.39
-15
105.19
17
054
-13
5.22
-0.2
6.36
-0.0
6.67
20
22.22
20
7.18
0.9
36.73
24
17.61
16
2.66
0.0

1999:2

123.33
15
17.66
-04
7.62
-0.6
1.66
-0.8
0.67
-0.8
0.86
-16
155
0.0
1.04
-04
1.83
-0.7
10.04
-0.2
0.73
0.0
0.50
0.8
051
-05
0.67
-10
1.40
-0.3
191
-10
1.60
0.9
1.56
11
0.76
-24
0.39
-04
105.67
18
054
-0.9
5.22
0.6
6.36
0.1
6.71
23
22.34
21
7.19
0.9
36.96
25
17.68
15
2.66
0.0

1999:3

123.81
16
17.65
-0.1
7.61
-04
1.65
-0.8
0.67
-10
0.86
-04
155
04
1.04
-0.5
1.83
-0.6
10.05
01
0.73
-0.2
0.50
11
0.51
-0.3
0.67
-0.5
1.40
01
191
-0.6
1.60
0.6
1.57

1999:4
124.28

17.65
-0.1
7.60
-0.3
1.65
-0.6
0.67
-0.6
0.86
-12
1.56

05
1.04
-01
1.83
-0.2

10.05
-0.0
0.73

0.1
0.50
-0.0
0.51
-0.2
0.67
-0.2
1.40

0.6
191
-04
1.60

0.4
157

05
0.76
-2.0
0.39

106.63
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TABLE 2.3
Washington Nonagricultural Employment by Industry
Forecast 1996 to 1999
1992 1993 1994 1995 1996 1997 1998 1999
Wage and Salary Employment 22219 22517 2303.7 23518 24036 24669 2536.6 2605.1
% Ch 2.0 13 2.3 21 2.2 2.6 2.8 2.7
Manufacturing 3472 3408 3369 3321 3351 3416 3491 356.2
% Ch -1.3 -1.8 -11 -14 0.9 1.9 2.2 2.0
Nondurable Manufacturing 1016 1034 1063 1082 1092 1110 1133 1152
% Ch 14 18 2.8 18 0.9 17 21 17
Food and Kindred Products 38.0 39.0 405 420 422 426 43.7 44.6
% Ch 12 2.7 3.7 3.6 05 11 25 2.0
Pulp and Paper 17.7 17.2 17.2 17.3 175 17.7 17.7 17.8
% Ch -11 -2.8 -0.1 0.6 11 12 0.4 0.2
Apparel 8.2 8.8 9.3 9.1 9.2 9.2 9.2 9.2
% Ch 30 74 51 -1.8 04 0.7 -0.1 -05
Printing 22.7 230 235 24.0 24.3 249 25.6 26.4
% Ch 11 14 21 1.9 13 2.7 29 2.8
Chemicds 52 54 5.6 55 54 55 5.6 5.7
% Ch 05 3.2 43 -2.3 -11 14 2.0 17
Other Nondurables 9.7 929 10.2 104 10.7 111 114 11.6
% Ch 7.2 2.2 31 18 25 35 2.7 25
Durable Manufacturing 2456 2374 2306 2239 2259 2306 2359 2409
% Ch -24 -34 -2.9 -2.9 0.9 21 2.3 21
Lumber and Wood 36.5 359 36.3 356 354 349 34.8 345
% Ch 0.3 -1.8 13 -1.9 -0.6 -14 -04 -0.7
Furniture 37 36 37 37 38 39 40 41
% Ch -25 -45 41 0.7 2.2 25 2.6 2.2
Stone-Clay-Glass 8.1 8.4 8.7 89 89 89 9.0 9.0
% Ch 5.4 35 3.0 18 0.4 0.6 0.6 0.6
Primary Metals 117 11.2 10.8 11.2 11.6 11.6 117 117
% Ch -4.9 -3.9 -3.7 40 3.0 -0.1 1.0 0.6
Fabricated Metas 11.2 115 125 131 135 137 14.0 14.2
% Ch -5.6 2.7 8.3 54 2.7 16 18 14
Nonéectrical Machinery 195 20.2 20.9 219 225 225 229 232
% Ch -21 39 35 4.8 2.7 0.2 16 11
Electricd Machinery 10.6 11.2 12.3 14.0 15.3 16.9 18.7 20.3
% Ch -3.2 53 10.1 139 8.8 10.8 10.4 8.8
Aerospace 1119 1027 91.8 80.2 79.9 83.0 86.0 89.0
% Ch -3.2 -8.2 -10.6 -12.7 -0.3 39 3.6 35
Other Trans. Equip. 115 12.0 133 14.6 14.4 14.3 14.1 14.1
% Ch -9.9 4.8 10.5 9.9 -1.8 -0.6 -0.9 -0.2
Instruments 14.1 135 12.8 12.8 12.8 12.7 12.6 125
% Ch 18 -4.3 -5.0 -04 0.2 -04 -1.2 -05
Other Durables 6.8 71 7.4 7.8 7.9 8.0 81 8.2
% Ch 24 4.4 38 55 13 18 1.0 1.0
Nonmanufacturing 18747 19109 1966.8 2019.7 20685 21253 21875 22489
% Ch 2.7 1.9 29 2.7 2.4 2.7 29 2.8
Mining 34 3.2 34 34 35 35 3.6 3.7
% Ch -75 -53 6.5 -04 2.7 17 18 18
Construction 1192 1191 1230 1228 1234 1248 1262 1276
% Ch 0.9 -0.1 33 -0.1 05 11 12 11
Trans., Comm. and Utilities 113.6 114.2 1165 120.2 1235 1258 1284 131.0
% Ch 16 05 2.0 3.2 2.7 1.9 21 2.0
Wholesade Trade 1315 1333 138.3 144.0 147.6 1505 1538 157.6
% Ch 0.9 14 38 41 25 19 2.2 25
Retail Trade 406.3 4132 4266 4398 4485 4612 4756 4921
% Ch 2.4 17 3.2 31 2.0 2.8 31 35
Finance-lnsurance-Red Estate 119.3 121.2 124.1 121.9 1245 126.6 1285 1305
% Ch 20 16 24 -1.8 21 17 15 16
Services 5578 5767 5980 6237 6447 6709 6989 7244
% Ch 4.1 34 37 43 34 4.1 42 36
State and Loca Government 350.2 357.7 365.3 3739 3829 3935 4051 4151
% Ch 34 21 21 23 2.4 2.8 3.0 25
Federal Government 734 72.3 715 70.0 70.0 68.5 67.3 66.9
% Ch 0.6 -14 -11 -21 0.0 -21 -18 -0.6
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TABLE 24
Washington Nonagricultural Employment by Industry
Forecast 1996 to 1999

1994:1  1994:2 1994:3

Wage and Salary Employment 22838 22938 23095
% Ch 19 18 28
Manufacturing 3367 3362 3364

% Ch -14 -0.7 0.3
Nondurable Manufacturing 1054 1061  106.7
% Ch 35 28 21
Food and Kindred Products 40.2 40.3 40.6
% Ch 42 0.7 33
Pulp and Paper 17.0 17.2 17.2
% Ch 21 38 05
Apparel 91 95 9.3
% Ch 9.7 18.6 -6.1
Printing 233 235 236
% Ch 43 30 18
Chemicas 5.6 55 5.6
% Ch -0.3 -37 3.6
Other Nondurables 10.2 10.2 104
% Ch 5.7 -0.3 7.9
Durable Manufacturing 2314 2300 2297
% Ch -36 -23 -05
Lumber and Wood 36.9 36.1 36.2
% Ch 7.3 -87 13
Furniture 36 3.7 3.7
% Ch 117 10.0 5.0
Stone-Clay-Glass 8.6 8.7 8.7
% Ch 9.6 16 0.9
Primary Metals 10.9 10.8 10.6
% Ch -13 -59 -50
Fabricated Metas 121 124 125
% Ch 6.1 9.9 5.2
Nonéectrical Machinery 204 20.8 20.9
% Ch 0.7 75 2.7
Electricad Machinery 115 121 12.7
% Ch 5.7 19.8 222
Aerospace 94.3 923 90.7
% Ch -14.3 -8.0 -7.0
Other Trans. Equip. 13.0 132 134
% Ch 228 8.7 5.8
Instruments 129 12.8 12.7
% Ch -104 -5.3 -24
Other Durables 71 7.3 76
% Ch 20 10.7 158
Nonmanufacturing 19470 19576 19731
% Ch 24 22 32
Mining 33 34 34
% Ch 41 115 6.1
Construction 1229 1232 1233
% Ch -01 10 0.3
Trans., Comm. and Utilities 114.7 1154 117.3
% Ch 28 22 6.9
Wholesde Trade 136.7 1372 1384
% Ch 28 16 34
Retal Trade 4219 4241 428.2
% Ch 38 22 39
Finance-Insurance-Red Estate 1262 1252 1233
% Ch 83 -32 -58
Services 587.7 5935 6032
% Ch 23 39 6.7
State and Loca Government 3621 3642 364.6
% Ch 0.6 24 04
Federal Government 715 715 71.4
% Ch -19 -04 -0.6

1994:4

2327.8
3.2
338.3
23
107.2
19
409
24
173
3.6
9.2
-4.9
237
17
5.8
134
10.3
-25
2311
25
36.1
-0.6
38
8.2
8.7
10
10.8
6.4
129
129
215
12.7
130

1995:1

2350.3
39
3411
33
108.5
5.0
42.2
135
173
-16
9.2
-2.6
24.0
5.7

1995:2

23484
-0.3
337.6
-4.0
107.7
-2.8
41.8
-39
17.2
-16
9.1
-19
238
-34

1995:3

2355.6
12
332.3
-6.2
108.0
10
41.6
-13
174
3.6
9.1
-0.3
239
13
54
-6.0
10.6
10.6
224.3
-94
35.3
0.6
3.7
16
8.8
-2.3
114
138
131
14
22.0
25
143
10.8
80.1
-289
149
16.2
128
2.8
7.8
-0.3
2023.3
25
34
-16
1223
-1.8
120.1
0.7
1444
27
4405

1214
-0.0
627.3

374.7
-04
69.3
-4.9

1995:4

2352.8
-0.5
317.4
-16.8
108.7
27
423
6.4
17.3
-14
91
-0.7
24.1
35
54
-14
10.5
-16
208.7
-25.1
355

88



Appendix

TABLE 24
Washington Nonagricultural Employment by Industry
Forecast 1996 to 1999

1996:1 1996:2 1996:3

Wage and Salary Employment 23824 23952 24109
% Ch 51 22 27
Manufacturing 3336 3339 3356

% Ch 220 04 20
Nondurable Manufacturing 1086  109.0 109.3
% Ch -0.3 12 14
Food and Kindred Products 421 422 422
% Ch -17 0.7 0.1
Pulp and Paper 174 174 175
% Ch 22 10 18
Apparel 91 91 9.2
% Ch 04 0.9 28
Printing 24.0 24.2 24.3
% Ch -09 24 25
Chemicas 54 54 54
% Ch 0.0 18 0.7
Other Nondurables 10.6 10.6 10.7
% Ch 24 05 29
Durable Manufacturing 2249 2249 2262
% Ch 35.0 -0.0 23
Lumber and Wood 35.6 355 35.3
% Ch 12 -15 -19
Furniture 38 38 38
% Ch 6.0 0.9 31
Stone-Clay-Glass 89 89 89
% Ch 0.7 -0.2 0.8
Primary Metals 116 116 115
% Ch 41 -15 -24
Fabricated Metas 134 135 135
% Ch 45 0.7 19
Nonéectrical Machinery 226 225 225
% Ch 35 -0.8 -13
Electricad Machinery 14.8 15.0 154
% Ch 9.2 7.7 110
Aerospace 79.2 79.2 80.2
% Ch 135.9 0.0 51
Other Trans. Equip. 145 144 14.3
% Ch 0.7 -24 -12
Instruments 12.8 12.8 12.8
% Ch 21 -01 22
Other Durables 78 7.8 79
% Ch 38 0.3 30
Nonmanufacturing 20488 20613 20754
% Ch 27 25 28
Mining 35 35 35
% Ch 9.5 20 16
Construction 1229 1227 1239
% Ch -05 -05 38
Trans., Comm. and Utilities 122.7 1232 1237
% Ch 43 15 19
Wholesde Trade 146.7 147.3 147.9
% Ch 31 15 17
Retal Trade 444.2 446.9 449.9
% Ch 10 24 27
Finance-Insurance-Red Estate 1237 1241 1248
% Ch 2.7 11 24
Services 636.2 6416 6474
% Ch 28 35 37
State and Loca Government 3788 3816 3842
% Ch 4.6 31 27
Federal Government 70.2 70.4 70.0
% Ch 30 16 -24

115

1997:1

24423
27
338.8
19
110.2
17
42.3
12
176
13
9.2
-0.2
24.7
27
55
14
10.9
34
228.6
20
35.0
-17
3.9
31
8.9
05
115

1997:2

2458.6
27
340.5
20
110.7
17
425
11
17.7
10
9.2
-0.1
24.8
2.8
55
19
110
3.9
229.8
22
34.9
-19
3.9
26
8.9
05

1997:3

2474.8
27
3425

1112
21
427
23
17.7
09
9.2
01
250
28
55
18
111

2312

116

1997:4

2491.9
28
3445
24
1119
23
43.0
31
17.7
0.4
9.2
-0.1
252
2.8
55
21
112

2326

116

89



Appendix

TABLE 24
Washington Nonagricultural Employment by Industry
Forecast 1996 to 1999

1998:1 1998:2 1998:3

Wage and Salary Employment 25100 2527.7 25457
% Ch 29 28 29
Manufacturing 3465 3483 3501

% Ch 23 21 21
Nondurable Manufacturing 1125 1130 1135
% Ch 23 19 18
Food and Kindred Products 434 436 438
% Ch 34 23 19
Pulp and Paper 177 177 177
% Ch 01 0.3 0.3
Apparel 9.2 9.2 9.2
% Ch -0.2 0.0 0.3
Printing 254 255 25.7
% Ch 30 30 30
Chemicas 5.6 5.6 5.6
% Ch 23 20 18
Other Nondurables 113 113 114
% Ch 23 24 24
Durable Manufacturing 2340 2362 2365
% Ch 23 22 23
Lumber and Wood 34.9 34.8 34.7
% Ch 01 -0.7 -0.8
Furniture 4.0 4.0 4.0
% Ch 26 24 26
Stone-Clay-Glass 9.0 9.0 9.0
% Ch 0.6 0.7 0.7
Primary Metals 116 117 117
% Ch 0.9 05 0.6
Fabricated Metas 139 139 14.0
% Ch 19 18 15
Nonéectrical Machinery 228 229 229
% Ch 16 13 13
Electricad Machinery 18.0 185 18.9
% Ch 10.6 94 9.8
Aerospace 849 85.7 86.4
% Ch 3.6 3.6 35
Other Trans. Equip. 14.2 141 141
% Ch -14 -12 -04
Instruments 126 12.6 126
% Ch -18 -0.8 -0.3
Other Durables 81 81 81
% Ch 0.6 14 16
Nonmanufacturing 21635 21794 21956
% Ch 30 30 30
Mining 36 36 36
% Ch 18 19 19
Construction 1256 1260 1265
% Ch 13 15 14
Trans., Comm. and Utilities 127.4 128.1 128.8
% Ch 22 21 21
Wholesde Trade 1524 1533 1542
% Ch 22 23 24
Retal Trade 469.7 473.6 477.6
% Ch 32 33 34
Finance-Insurance-Red Estate 1278 1283 1288
% Ch 18 15 15
Services 6884 6954 7025
% Ch 42 41 41
State and Loca Government 4010 4038 4065
% Ch 33 28 27
Federal Government 67.6 67.3 67.2
% Ch -20 -17 -0.8

1999:1

2579.8
2.6
3535
20
1145
19
44.3
2.6
17.8
0.2
9.2
-1.2
26.1
2.8
57
17
115
22
239.0
21
34.6
-0.7
41
19
9.0
0.6
117
05
141
15
231
10
19.7

1999:2

2596.6
2.6
355.3
20
1150
16
445
16
17.8
0.3
9.2
-0.3
26.3
27
57
16
116
27
240.3
22
34.6
-04
41
18
9.0
05
117
05
141
12
231
11
20.1
84
88.7
35
141

1999:3

2613.8
27
357.1
21
1155
17
44.6
15
17.8
04
9.2
0.3
265
2.8
57
16
117
29
241.6
22
345
-0.6
41
22
9.0
05
117
0.8
14.2
14
232
12
205
8.3
89.4
34
141

90



Appendix

TABLE 2.5
Washington Nonagricultural Employment by Industry
Historical Data
1968 1969 1970
Wage and Salary Employment 1099.7 11208 1080.5
% Ch 5.2 19 -3.6
Manufacturing 2869 2786 2395
% Ch 35 -29  -140
Nondurable Manufacturing 75.4 75.6 74.5
% Ch 10 0.3 -14
Food and Kindred Products 295 29.8 29.0
% Ch -05 10 -2.7
Pulp and Paper 19.9 20.0 19.8
% Ch 0.2 0.2 -0.8
Apparel 54 54 55
% Ch 95 0.8 22
Printing 105 10.7 10.6
% Ch 40 21 -12
Chemicas 6.6 6.3 5.9
% Ch -38 -4.9 -5.9
Other Nondurables 35 35 37
% Ch 6.9 -1.3 7.8
Durable Manufacturing 2115 2030 1650
% Ch 45 -4.0 -18.7
Lumber and Wood 46.0 452 422
% Ch 44 -17 -6.5
Furniture 34 3.7 35
% Ch 110 7.8 -4.5
Stone-Clay-Glass 5.9 6.1 5.8
% Ch 6.0 44 -54
Primary Metals 137 151 141
% Ch 36 10.6 -6.4
Fabricated Metas 7.6 79 14
% Ch -4.0 44 -6.9
Nonéectrical Machinery 9.7 111 10.0
% Ch -16 144 -104
Electricad Machinery 4.8 45 4.1
% Ch 5.6 -6.3 -7.6
Aerospace 1045 91.2 615
% Ch 59 -128 -326
Other Trans. Equip. 132 151 133
% Ch 15 14.9 -121
Instruments NA NA NA
% Ch NA NA NA
Other Durables NA NA NA
% Ch NA NA NA
Nonmanufacturing 8128 8422 8409
% Ch 5.8 36 -0.1
Mining 16 16 17
% Ch -9.7 18 39
Construction 58.9 57.6 53.4
% Ch 4.6 -2.2 -7.2
Trans., Comm. and Utilities 716 73.7 72.2
% Ch 38 29 -21
Wholesde Trade 62.4 64.9 64.6
% Ch 26 40 -04
Retall Trade 1733 1802 1763
% Ch 47 40 -21
Finance-Insurance-Red Estate 55.3 58.3 58.4
% Ch 8.8 5.6 0.1
Services 1596 1685 169.7
% Ch 95 5.6 0.7
State and Loca Government 1695 1778 1865
% Ch 7.0 49 49
Federal Government 60.7 59.6 58.1
% Ch 0.8 -1.8 -25

1971

1065.1
-14
214.7
-104
71.8
-3.6
28.2
-2.6
181
-8.8
5.6
14
10.3
-2.3
5.6
-4.7
4.0
6.4
142.8
-134
433
26
32
-7.6
55
-5.5
135
-4.4
6.9
-6.8
95
-4.9
49
19.3
40.5
-34.1
121
-94
NA
NA
NA
NA
850.5
11
17
0.7
53.8
0.7
70.2
-2.7
62.8
-2.9
177.0
04
57.9
-0.8
1745
29
196.0
51
56.4
-29

1972

1100.0
33
2241
4.4
729
16
217
-17
18.2
0.7
6.3
12.7
10.6
25
57
13
44
10.8
151.2
58
489
12.7
25
-22.8
5.6
21
133
-12
7.6
10.1
105
112
52
47
411
14
12.2
11
NA
NA
NA
NA
875.9
30
19
9.1
545
13
70.8
0.8
70.0
115
179.7
15
58.8
15
181.5

202.7
34
56.1
-0.7

1973

1152.1
47
244.2
89
74.3
18
28.6
33
17.6
-30
6.6
4.0
111
49
54
-5.0
49
11.0
169.9
124
517
59
28
11.6
58
31
145
85
82
8.7
124
18.1
58
118
50.1
219
134
9.7
NA
NA
NA
NA
907.9
3.7
19
26
58.1
6.5
72.8
28
739

188.8
51
61.4
44
192.1

202.9
0.1
56.1
0.1

1974

1199.0
4.1
253.6
3.9
76.3
27
29.0
12
17.7
0.0
6.9
5.0
115
3.6
5.9
8.4
54
9.8
1773
4.3
50.8
-19
29
33
5.9
20
158
9.4
8.7

1975
12255
22
244.0
-3.8
75.0
290

165

116

169.0
471

91
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TABLE 2.5
Washington Nonagricultural Employment by Industry
Historical Data
1976 1977 1978
Wage and Salary Employment 12829 13669 14855
% Ch 47 6.5 8.7
Manufacturing 2474 2601  284.7
% Ch 14 51 95
Nondurable Manufacturing 79.0 82.8 83.1
% Ch 54 49 0.3
Food and Kindred Products 304 31.6 32.8
% Ch 47 41 3.7
Pulp and Paper 174 17.6 14.0
% Ch 5.8 12  -205
Apparel 7.0 74 74
% Ch 104 6.0 -0.1
Printing 12.0 129 14.0
% Ch 37 74 8.6
Chemicas 6.5 73 79
% Ch 44 110 94
Other Nondurables 5.7 6.0 7.0
% Ch 6.9 6.3 156
Durable Manufacturing 1684 1772 2016
% Ch -04 53 138
Lumber and Wood 50.9 54.0 55.1
% Ch 8.1 6.1 20
Furniture 29 30 32
% Ch 6.1 5.0 44
Stone-Clay-Glass 6.3 6.5 6.8
% Ch 23 39 43
Primary Metals 14.6 14.6 16.4
% Ch -04 0.2 12,0
Fabricated Metas 10.0 101 10.8
% Ch -12 12 6.9
Nonéectrical Machinery 119 12.3 135
% Ch -4.5 3.0 101
Electricad Machinery 6.1 71 82
% Ch 338 16.5 154
Aerospace 450 46.1 59.8
% Ch -10.7 25 29.6
Other Trans. Equip. 14.3 16.6 20.0
% Ch 34 159 20.2
Instruments 24 28 35
% Ch 101 194 24.3
Other Durables 4.0 4.0 43
% Ch 142 -0.2 9.7
Nonmanufacturing 10355 11068 1200.8
% Ch 55 6.9 85
Mining 21 23 28
% Ch 48 10.6 20.0
Construction 66.9 775 926
% Ch 126 159 194
Trans., Comm. and Utilities 75.3 78.8 838
% Ch 40 4.6 6.3
Wholesde Trade 84.0 89.1 95.5
% Ch 5.6 6.1 7.2
Retall Trade 2228 2399 2623
% Ch 8.1 7.7 9.3
Finance-Insurance-Red Estate 68.2 75.0 83.3
% Ch 49 9.9 112
Services 2314 2493 2724
% Ch 6.8 7.7 9.3
State and Loca Government 2238 2329 2445
% Ch 19 41 5.0
Federal Government 61.0 61.9 63.6
% Ch 04 15 2.7

1979

15811
6.4
309.7
8.8
87.4
51
329
0.3
159
132
7.2
-19
154
9.7
8.6
8.3
74
5.8
2224
10.3
53.9
-21
33
24
7.1
5.0
174
6.0
115
6.7
151
119
10.0
217
72.6
215
21.0
53
5.6
60.6
4.7
9.2
12714
5.9
30
8.2
104.2
125
89.4
6.7
102.3
7.1
276.9
5.6
89.4

1980

1609.0
18
308.8
-0.3
87.6
0.3
320
-2.8
176
10.8
6.5
-9.9
158
2.8
8.7
13
7.0
-4.6
221.2
-05
47.0
-12.8
33
21
6.9
-34
16.7

1981

1612.0
0.2
303.3
-1.8
86.5
-1.3
317
-0.9
17.2
-2.0
57
-125
158
-0.1
9.2
57
6.9
-2.0
216.7
-2.0
444
-5.7
33
-1.3
6.5
-5.3
16.3
-2.2
116
-14
151
0.6
10.5
-6.1
79.0
-0.8
184
-14
74

1982

1568.8
-2.7
289.0
-4.7
85.5
-1.2
318
0.3
16.1
-6.4
5.7
0.2
158
-0.2
9.5
3.2
6.6
-4.2
2035
-6.1
394
-11.3
29
-11.5
6.0
-84
137
-157
9.9
-14.5
16.6
9.7
10.6
0.9
74.9
-51
17.2
-6.8
84
136
4.0
-7.4
1279.8
-2.2
30
-2.8
76.4
-155
89.0
-13
100.9
-0.7
2845
-0.7
90.7
-1.8
316.9
-04
252.2
-3.0
66.3
-0.3

1983
1586.0

278.3
-3.7
85.6

0.1
311
-2.2
158
-20
5.9
2.8
16.0
16
10.1
5.9
6.7
18

192.7
-53
42.2

7.0
3.2
110

126

92
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TABLE 2.5
Washington Nonagricultural Employment by Industry
Historical Data
1984 1985 1986
Wage and Salary Employment 1659.7 17103 1769.9
% Ch 4.6 30 35
Manufacturing 2881 2956 3050
% Ch 35 26 32
Nondurable Manufacturing 88.2 90.6 921
% Ch 31 27 16
Food and Kindred Products 30.8 311 311
% Ch -0.8 0.9 -0.1
Pulp and Paper 16.2 16.7 16.7
% Ch 24 36 -0.3
Apparel 6.5 6.2 6.0
% Ch 110 -4.3 -3.0
Printing 16.9 17.6 18.7
% Ch 51 45 6.2
Chemicas 105 113 115
% Ch 44 7.2 20
Other Nondurables 73 76 8.0
% Ch 89 41 5.6
Durable Manufacturing 1999 2050 2129
% Ch 37 25 39
Lumber and Wood 41.3 38.3 384
% Ch -19 -74 04
Furniture 35 38 39
% Ch 85 8.7 16
Stone-Clay-Glass 6.5 6.4 6.2
% Ch 6.9 -0.6 -2.7
Primary Metals 134 12.7 116
% Ch 5.8 -4.7 -8.6
Fabricated Metas 9.9 9.7 10.0
% Ch 6.1 -24 28
Nonéectrical Machinery 164 171 17.6
% Ch 7.6 39 29
Electricad Machinery 118 121 12.7
% Ch 147 24 48
Aerospace 66.6 76.1 849
% Ch 25 14.3 117
Other Trans. Equip. 15.6 135 12.6
% Ch 24  -133 -7.0
Instruments 10.2 10.7 104
% Ch 89 5.0 -2.9
Other Durables 4.6 45 45
% Ch 112 -32 13
Nonmanufacturing 13717 14147 1464.9
% Ch 49 31 35
Mining 26 27 29
% Ch -1.8 14 89
Construction 795 80.4 84.4
% Ch 7.2 11 5.0
Trans., Comm. and Utilities 91.2 93.6 96.2
% Ch 37 26 2.8
Wholesde Trade 1047 1057 107.3
% Ch 42 10 15
Retall Trade 3068 3149 3291
% Ch 4.6 26 45
Finance-Insurance-Red Estate 95.7 996 104.9
% Ch 3.7 41 53
Services 3566 3750 3909
% Ch 7.1 52 43
State and Loca Government 2657 2728 2798
% Ch 36 2.7 26
Federal Government 68.9 70.1 69.2
% Ch 19 17 -12

1987

18515
4.6
3184
44
94.4
25
32.3
4.0
16.6
-0.8
54
-11.3
201
74
114
-0.6
8.6
6.8
224.0
5.2
40.4
5.0
38
-2.2
6.9
9.8
113
-2.6
105
5.0
16.2
-7.6
132
38
92.9
9.4
133
5.8
10.8
33
4.8
4.6
15331
4.7
30
45
88.8
5.2
985
24
1113
3.8
346.7

1988

1941.1
4.8
3415
73
100.2
6.2
34.0
51
17.1
31
1.7
433
213
58
125
9.0
1.7
-10.3
2414
7.7
417
32
4.2
10.3
73
6.9
12.6
114
10.9
39
18.0
10.7
105
-204
101.0
8.7
151
138
14.6
35.6
54
144
1599.5
4.3
33
7.1
96.5

1989

2046.3
54
361.5
58
1034
32
354
41
17.9
5.0
78
10
217
20
12.2
-19
84
91
258.1
6.9
411
-12
4.0
-5.0
75
23
13.0
26
118
85
19.3
73
114
84
1137
125
153
11
15.2
4.0
59
7.6
1684.8
53
36
9.2
106.7
10.6
108.3

1990

21424
4.7
369.4
22
108.4
4.9
37.6
6.3
181
0.8
7.9
23
225
4.0
132
8.3
9.0
7.2
260.9
11
39.9
-3.0
41
3.8
7.9
5.8
130
0.3
122
3.6
205
6.3
114
0.1
116.2
22
14.8
-3.3
14.7
-34
6.1
4.8
17730
5.2
3.7
51
1173

1991

21774
16
3519
-4.7
100.1
-7.7
37.6
-0.2
17.9
-11
8.0
0.3
225
-0.3
52
-60.7
91
0.6
251.8
-35
36.4
-89
38
-6.7
1.7
-2.5
12.3
-5.6
119
-2.8
19.9
-31
11.0
-3.7
1156
-0.6
12.8
-13.7
138
-5.6
6.7
84
18255

93



Appendix

TABLE 3.1

U.S. Personal Income by Component

Forecast 1996 to 1999

Personal Income
% Ch

Totd Wage and Sdary Disbursements

% Ch

Nonwage Personal Income
% Ch

Other Labor Income
% Ch

Proprietor’ s Income
% Ch
Farm
% Ch
Nonfarm
% Ch

Less: Pers Cont. For Socid Ins.

% Ch

Dividends/Int./Rent
% Ch

Transfer Payments
% Ch

1992

5154.4
6.1

2974.8
5.6

2179.6
6.6

328.7
9.9

418.7
113
4.4
211

3744
10.3

248.7
53

820.6
-17

860.2
117

1993

5375.1
43

3080.8
3.6

2294.3
53

355.3
81

441.6
55
37.3
-15.9
404.3
8.0

261.3
51

8434
28

9154
6.4

1994

57017
6.1

3279.0
6.4

2422.8
5.6

381.0
7.2

473.7
7.3
395
59
434.2
74

2814
7.7

886.0
51

963.4
5.2

1995

6047.9
6.1

3447.0
51

2601.0
74

405.3
6.4

495.6
4.6
404
22
4552
4.8

297.2
5.6

9734
9.9

1024.0
6.3

1996

6323.8
4.6

3609.8
4.7

27140
43

422.4
4.2

509.0
27
457
131
463.3
18

3111
47

1010.8
38

1082.9
5.8

1997

6600.2
44

3769.8
44

2830.4
43

4519
7.0

526.2
34
445
-2.6
481.7
4.0

326.3
4.9

1042.1
31

1136.4
49

1998

6895.4
45

3940.6
45

2954.8
44

485.1
73

549.6
44
46.6
47
503.0
44

344.4
5.6

10712
28

11933
5.0

1999

7233.9
4.9

4128.8
4.8

3105.1
51

519.8
72

576.5
49
485

528.0
5.0

361.3
4.9

11121
38

1258.0
54

94
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TABLE 3.2
U.S. Personal Income by Component
Forecast 1996 to 1999
1994:1 1994:2 1994:3 19944 1995:1 19952 1995:3 19954
Persona Income 55558 56599 57345 5856.6 5962.0 60081 60758 61459
% Ch 53 7.7 54 88 74 31 4.6 47
Totd Wage and Sdary Disbursements 32083 3257.2 32939 33564 34034 34223 34627 34995
% Ch 7.8 6.2 4.6 7.8 5.7 22 48 43
Nonwage Personal Income 23475 24027 24406 2500.2 25586 25858 26131 26464
% Ch 19 9.7 6.5 10.1 9.7 43 43 5.2
Other Labor Income 3732 3784 3837 3887 3996 4039 4078 4099
% Ch 72 5.7 5.7 53 117 44 39 20
Proprietor’ s Income 4710 4712 4669 4857 4936 4872 4923 5093
% Ch 7.2 0.2 -36 17.1 6.7 -51 43 145
Farm 47.2 39.3 29.8 417 444 35.0 34.0 482
% Ch 277 -519 -669 2834 285 -614 -109 3024
Nonfarm 4238 4319 4371 4440 4492 4522 4583 4611
% Ch 5.2 7.9 49 6.5 438 27 55 25
Less: PersCont. For Socid Ins. 2763 2799 2829 2866 2938 2954 2984 3012
% Ch 154 53 44 53 104 22 41 38
Dividends/Int./Rent 8321 8752 9037 9328 9545 9716 9804  986.9
% Ch -4.7 224 137 135 9.6 74 37 27
Transfer Payments 9474 9576 969.0 9797 10048 10186 1031.0 10415
% Ch 72 44 438 45 10.6 5.6 50 41

95
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TABLE 3.2
U.S. Personal Income by Component
Forecast 1996 to 1999
1996:1 1996:2 1996:3 19964 1997:1 1997:2 1997:3 1997:4
Personal Income 6236.3 62908 63445 64234 65035 65679 6627.3 67021
% Ch 6.0 35 35 51 51 40 3.7 46
Totd Wage and Sdary Disbursements 35588 3588.1 36258 36663 37090 37498 37894 38310
% Ch 7.0 33 43 46 47 45 43 45
Nonwage Personal Income 26775 27027 27188 27571 27945 28181 28379 28711
% Ch 48 38 24 5.8 55 34 28 48
Other Labor Income 4125 4185 4256 432.8 4404 4479 455.6 463.7
% Ch 25 6.0 7.0 6.9 7.3 6.9 71 7.3
Proprietor’ s Income 5099 5076 5023 5162 5205 5254 5234 5357
% Ch 05 -18 -4.1 116 34 338 -15 9.8
Farm 49.2 47.6 384 47.6 46.7 46.2 39.0 46.2
% Ch 86 -123 -575 1362 -7.6 -42  -493 97.8
Nonfarm 460.7 460.0 4639 4686 4738 4792 4844 4895
% Ch -04 -0.6 34 42 45 46 44 43
Less PersCont. For Socid Ins. 3075 3090 3123 3154 3210 3246 3280 3315
% Ch 8.6 20 43 41 7.3 45 43 43
Dividends/Int./Rent 9975 10070 10154 10232 10324 10371 10463 10525
% Ch 43 39 34 31 37 18 36 24
Transfer Payments 1065.2 10786 1087.7 11003 11222 11323 11405 1150.7
% Ch 94 51 34 4.7 82 37 29 36

96



Appendix

TABLE 3.2
U.S. Personal Income by Component
Forecast 1996 to 1999
1998:1 1998:2 1998:3 1998:4 1999:1 1999:2 1999:3 1999:4
Personal Income 6789.9 6860.7 69262 70049 71063 71908 72717 7366.6
% Ch 53 4.2 39 4.6 59 48 4.6 53
Totd Wage and Sdary Disbursements 38775 3919.7 39617 40035 4056.0 41042 41532 42017
% Ch 5.0 44 44 43 53 48 49 48
Nonwage Personal Income 29124 29410 29645 30013 3050.3 30867 31185 3164.9
% Ch 59 40 32 51 6.7 49 4.2 6.1
Other Labor Income 472.6 480.9 489.2 497.7 507.3 516.4 524.0 5315
% Ch 79 7.2 71 71 8.0 7.3 6.0 5.8
Proprietor’ s Income 5426 5476 5474 5609 5676 5740 5749 5894
% Ch 5.2 38 -0.1 10.2 49 4.6 0.6 105
Farm 475 47.2 417 50.1 49.7 49.2 434 51.6
% Ch 115 -25  -392 1085 -31 -38  -393 99.6
Nonfarm 495.1 500.4 505.8 510.8 518.0 524.8 5315 537.7
% Ch 46 44 44 41 57 54 52 48
Less PersCont. for Socid Ins. 3392 3429 3463 3494 3557 3593 3630 3673
% Ch 9.7 44 41 36 14 41 42 48
Dividends/Int./Rent 1060.6 10681 1074.7 10814 10945 11049 11181 11311
% Ch 31 28 25 25 49 39 48 47
Transfer Payments 11758 11873 11995 12107 12365 12506 12645 1280.3
% Ch 9.0 40 4.2 38 88 4.7 45 51
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TABLE 3.3

Washington Personal I ncome by Component
Forecast 1996 to 1999

1992 1993

Persona Income 109.702 114.842
% Ch 84 47
Totd Wage and Sdary Disbursements 62934 64.636
% Ch 8.6 27
Manufacturing 12.360 12.074
% Ch 54 -23
Nondurable Manufacturing 2962 3116
% Ch 48 52
Durable Manufacturing 9399 8959
% Ch 55 -4.7
Nonmanufacturing 47.805 49.814
% Ch 9.7 42
Other Private Wages 0.654  0.627
% Ch 24 -4.1
Farm Wages 0451 0483
% Ch -18 7.1
Military Wages 1665 1638
% Ch 6.6 -16
Nonwage Personal Income 46.768 50.206
% Ch 81 14
Other Labor Income 6.085 6.550
% Ch 129 7.6
Proprietor’ s Income 10489 11.442
% Ch 123 9.1
Farm 1072 1299
% Ch 204 213
Nonfarm 9418 10.143
% Ch 115 7.7
Less: Pers. Cont. for Socid Ins. 4949 5152
% Ch 75 41
Plus: Residence Adjustment 1062 1140
% Ch 81 14
Dividends/Int./Rent 16.954 17.757
% Ch 26 47
Transfer Payments 17.129 18471
% Ch 9.6 7.8
State U.1. Benefits 0902 1.088
% Ch 37.8 20.6
Other Transfers 16.227 17.383
% Ch 84 7.1

1994

120.444
49

67.688
4.7

12.318

3.304
6.1
9.014
0.6

52.534
55

0.655
44

0.527
91

1.654
10

52.757
51

7.049
7.6

11.803

0.876
-32.6
10.927
7.7

5532
74

1.244
91

18.766
57

19.428

1.007
-74
18.421
6.0

1995

127.626
6.0

71.455
5.6

12.733
34
3.456
4.6
9.277
29

55.792
6.2

0.669
22

0.552
47

1.708
33

56.172
6.5

7.561
73

12.257
3.8
0.866
-12
11.391
43

5.863
6.0

1.355
89

20.414
8.8

20.448
52
0.826
-17.9
19.621
6.5

1996

134.463
54

75.642
59

13.401
5.2
3.603
4.2
9.799
5.6

59.224
6.1

0.704
5.2

0.569
32

1.744
21

58.821
47

7.941
5.0

12.670

1.015
17.2
11.655
23

6.171
53

1.426
52

21.263
42

21.693

0.920
114
20.772
5.9

1997

141.412
52

79.725
54

13.984
4.3
3.781
4.9
10.203
41

62.601
5.7

0.754
7.1

0.588
33

1.798
31

61.687
4.9

8.605
84

13.206
4.2
0.996
-19
12.210
4.8

6.538
6.0

1.501
53

22.057
37

22.856
54
0.917
-04
21.939
5.6

1998

149.231
55

84.304
5.7

14.758
55
3.983
53
10.776
5.6

66.275
5.9

0.810
74

0.608
35

1.852
30

64.927
53

9.355
8.7

13.898
52
1.032
3.6
12.866
54

6.976
6.7

1581
53

22.879
37

24.191
5.8
0.924
0.8
23.267
6.1

1999

158.299
6.1

89.481
6.1

15.637
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TABLE 3.4

Washington Personal I ncome by Component
Forecast 1996 to 1999

1994:1  1994:2

Persona Income 117.231 119.932
% Ch -0.7 95
Totd Wage and Sdary Disbursements 66.023 67.642
% Ch 27 10.2
Manufacturing 12.083 12.446
% Ch -39 126
Nondurable Manufacturing 3203 3263
% Ch -0.6 7.7
Durable Manufacturing 8880 9.183
% Ch -5.1 144
Nonmanufacturing 51.125 52411
% Ch 43 104
Other Private Wages 0.649 0.626
% Ch -194 -134
Farm Wages 0516 0525
% Ch 16.2 72
Military Wages 1650 1634
% Ch 10.3 -38
Nonwage Personal Income 51.208 52.290
% Ch -50 8.7
Other Labor Income 6.816 7.044
% Ch 32 141
Proprietor’ s Income 11556 11.719
% Ch -234 5.8
Farm 0.861  0.847
% Ch -94.9 -6.3
Nonfarm 10.695 10.872
% Ch 6.1 6.8
Less: Pers. Cont. for Social Ins. 5382 5527
% Ch 119 11.2
Plus: Residence Adjustment 1207 1221
% Ch 110 47
Dividends/Int./Rent 17.861 18.457
% Ch 0.7 14.0
Transfer Payments 19.150 19.376
% Ch 37 48
State U.1. Benefits 1103  1.058
% Ch -429  -153
Other Transfers 18.047 18.318
% Ch 7.9 6.1

1994:3

120.839
31

67.693
0.3

12.089
-11.0
3.319

7.0
8.770
-16.8

52.761
27

0.651
17.0

0.530
39

1.662
7.0

53.146
6.7

7.078
19

11.699
-0.7
0.695
-54.7
11.004
49

5.549
16

1254
113

19.078
14.2

19.586
44
1.032
-95
18.554
53

1994:4

123.775
10.1

69.392
104

12.653
20.0
3.432
14.3
9.221
222

53.840
84

0.693
284

0.536
4.6

1.670
19

54.383
9.6

7.256
104

12.237
19.7
1.102
532.1
11.135
4.8

5.669
8.9

1.294
134

19.666
129

19.599
0.3
0.833
-57.6
18.766
4.6

1995:1

124.804
34

69.785
23

12.833
58
3419
-15
9.414
8.6

54.037
15

0.648
-236

0.544
6.1

1.723
133

55.019
48

7.403
84

12.035
-6.4
0.803
-718
11.232
35

5.764
6.9

1.329
113

20.035
1.7

190.981
8.0
0.733
-40.0
10.248
10.7

1995:2

127.171
78

71.341
9.2

12.751
-2.5
3433
16
9.318
-4.0

55.647
125

0.689
27.8

0.551
52

1.703
-4.6

55.830
6.0

7.557
8.6

12.071
12
0.787
-1.7
11.284
19

5.838
5.2

1.349
6.2

20.353
6.5

20.338
7.3
0.826
61.3
19.512
5.6

1995:3

128.589
45

72.012
38

12.796
14
3.457
2.8
9.339
0.9

56.296
4.7

0.663
-14.3

0.554
21

1.703
0.0

56.577
55

7.607
27

12.313
8.2
0.820
181
11.492
7.6

5.885
33

1.363
41

20.556
4.0

20.624
5.8
0.873
24.9
19.751
50

1995:4

129.941
43

72.680
38

12.554
-74
3516
7.0
9.038
-12.3

57.190
6.5

0.676
7.8

0.558
30

1.703
0.0

57.261
49

7.677
3.7

12.609
10.0
1.053
171.6
11.555
22

5.963
54

1.379
48

20.713
31

20.847
44
0.873
-0.2
19.974
4.6
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TABLE 3.4

Washington Personal I ncome by Component
Forecast 1996 to 1999

1996:1 1996:2

Persona Income 132,540 133.513
% Ch 82 30
Totd Wage and Sdary Disbursements 74602 74.990

% Ch 110 21
Manufacturing 13528 13.188
% Ch 34.9 -9.7
Nondurable Manufacturing 3545 3580
% Ch 34 4.0
Durable Manufacturing 9983 9.608
% Ch 489  -142
Nonmanufacturing 58.078 58.793
% Ch 6.4 50
Other Private Wages 0.688  0.698
% Ch 1.7 5.6
Farm Wages 0.563  0.567
% Ch 35 32
Military Wages 1744 1744
% Ch 10.0 0.0
Nonwage Personal Income 57.938 58522
% Ch 48 41
Other Labor Income 7.718  7.856
% Ch 22 7.3
Proprietor’ s Income 12.607 12.608
% Ch -01 0.0
Farm 1062 1.042
% Ch 32 -7.2
Nonfarm 11545 11.566
% Ch -04 0.7
Less: Pers. Cont. for Socid Ins. 6.075 6.124
% Ch 7.7 32
Plus: Residence Adjustment 1397 1417
% Ch 55 57
Dividends/Int./Rent 20952 21.170
% Ch 47 42
Transfer Payments 21.338 21.595
% Ch 9.8 49
State U.1. Benefits 0915 0.925
% Ch 20.9 45
Other Transfers 20.423 20.670
% Ch 9.3 49

1996:3

135.000
45

75.980
54

13.356
5.2
3.621
4.6
9.735
54

59.601
5.6

0.708
6.1

0.571
30

1.744
0.0

59.020
34

8.016
84

12.619
0.3
0.936
-34.9
11.683
41

6.204
54

1435
53

21.369
38

21.786
3.6
0.922
-13
20.864
38

1996:4

136.801
54

76.996
55

13.533
5.4
3.665
5.0
9.868
5.6

60.422
5.6

0.721
75

0.576
33

1.744
0.0

59.804
54

8.173
81

12.845
74
1.021
415
11.824
49

6.281
5.0

1454
52

21.561
3.6

22.052
5.0
0.919
-12
21.133
53

1997:1

138.771
59

78.090
5.8

13.700
5.0
3.708
4.8
9.992
51

61.276
5.8

0.735
81

0.581
35

1.798
130

60.680
6.0

8.343
8.6

12.979
4.3
1.013
-3.0
11.967
4.9

6.405
8.2

1472
52

21.789
43

22.502
84
0.918
-0.6
21.584
8.8

1997:2

140.506
51

79.186
57

13.884

1997:3

142.234
5.0

80.253
55

14.077
57
3.804
54
10.273
58

63.028
5.6

0.760
6.7

0.590
32

1.798
0.0

61.980
44

8.689
85

13.236
31
0.941
-24.9
12.295
5.7

6.582
55

1510
52

22.167
44

22.961
3.8
0.916
-0.6
22.045
4.0
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TABLE 3.4

Washington Personal I ncome by Component
Forecast 1996 to 1999

1998:1 1998:2 1998:3

Persona Income 146.314 148.240 150.156
% Ch 6.2 54 53
Totd Wage and Sdary Disbursements 82560 83710 84.880

% Ch 6.0 57 57
Manufacturing 14.467 14.659 14.856
% Ch 55 54 55
Nondurable Manufacturing 3908 3958 4.007
% Ch 55 52 5.0
Durable Manufacturing 10558 10.701 10.848
% Ch 55 55 5.6
Nonmanufacturing 64.852 65.790 66.745
% Ch 5.9 5.9 5.9
Other Private Wages 0.789 0.803 0.816
% Ch 84 71 6.9
Farm Wages 0.601 0.606 0.611
% Ch 36 35 34
Military Wages 1852 1852 1.852
% Ch 126 0.0 0.0
Nonwage Personal Income 63.754 64530 65.276
% Ch 6.4 5.0 47
Other Labor Income 9.066 9255 9450
% Ch 9.0 8.6 8.7
Proprietor’ s Income 13651 13812 13.938
% Ch 54 48 3.7
Farm 1035 1036 0.984
% Ch 6.7 03 -188
Nonfarm 12615 12.776 12.955
% Ch 53 52 57
Less: Pers. Cont. for Socid Ins. 6.838 6932 7.024
% Ch 104 5.6 54
Plus: Residence Adjustment 1550 1570 1591
% Ch 52 55 54
Dividends/Int./Rent 22570 22,783 22980
% Ch 41 38 35
Transfer Payments 23756 24.041 24.341
% Ch 9.6 49 51
State U.1. Benefits 0915 0920 0.926
% Ch 0.2 21 26
Other Transfers 22841 23121 23415
% Ch 10.0 50 52

1998:4

152.214
5.6

86.065
5.7

15.052
5.4
4.056
5.0
10.996
5.6

67.714
59

0.831
74

0.616
35

1.852
0.0

66.149
55

9.651
8.8

14.190
74
1.073
416
13.117
51

7.111
5.0

1.612
53

23.183
3.6

24.624
4.7
0.933
34
23.691
4.8

1999:1

154.811
7.0

87.465
6.7

15.284

1999:2

157.117
6.1

88.802
6.3

15.517

1999:3

159.420
6.0

90.158
6.3

15.754
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TABLE 3.5

Washington Personal Income by Component
Historical Data

1968 1969

Persona Income 12.062 13.592
% Ch 10.6 12.7
Totd Wage and Sdary Disbursements 8215 9.020
% Ch 119 9.8
Manufacturing 2406 2550
% Ch 10.8 6.0
Nondurable Manufacturing 0561  0.598
% Ch 7.3 6.6
Durable Manufacturing 1845 1952
% Ch 120 5.8
Nonmanufacturing 5331 5.8
% Ch 121 105
Other Private Wages 0.029 0.036
% Ch -17 246
Farm Wages 0.092 0.113
% Ch 70 222
Military Wages 0.357 0.429
% Ch 19.8 20.2
Nonwage Personal Income 3847 4572
% Ch 80 18.8
Other Labor Income 0349 0416
% Ch 199 194
Proprietor’ s Income 1244 1461
% Ch 2.8 174
Farm 0242 0311
% Ch 05 28.6
Nonfarm 1.003 1.150
% Ch 33 147
Less: Pers. Cont. for Socid Ins. 0409 0.468
% Ch 11.2 144
Plus: Residence Adjustment 0.102  0.085
% Ch 14.0 -16.7
Dividends/Int./Rent 1476 1799
% Ch 72 219
Transfer Payments 108 1.278
% Ch 129 17.8
State U.1. Benefits 0.040 0.052
% Ch 33 31.6
Other Transfers 1046  1.226
% Ch 133 17.2

1970

14.220
4.6

9.177
17

2291
-10.2
0.622

4.0
1.669
-14.5

6.282
6.6

0.037
28

0.122
7.8

0.446
4.0

5.043
10.3

0.446
7.2

1.398
-43
0.239
-231
1.159
0.8

0.464
-0.7

0.067
-215

1.922
6.8

1.676
311
0.177
2394
1.499
222

1971

14.954
52

9.381
22

2117
-7.6
0.636
22
1481
-11.3

6.684
6.4

0.041
116

0.109
-105

0.432
-33

5573
105

0.478
72

1.504
7.6
0.299
253
1.205
39

0.498
7.3

0.066
-15

2.061
7.2

1.962
171
0.238
34.8
1.724
150

1972

16.138
79

10.048
71

2331
10.1
0.688
8.3
1.643
10.9

7.193
7.6

0.047
14.7

0.107
-14

0.371
-141

6.090
9.3

0.565
181

1.736
154
0.410
37.0
1.326
10.1

0.562
129

0.076
153

2.152
44

2123
8.2
0.171
-283
1.952
132

1973

18.248
131

11.274
12.2

2.699
158
0.738
7.2
1.961
194

7.942
104

0.061
31.0

0.132
22.6

0.441
18.9

6.974
145

0.655
15.9

2.103
211
0.638
55.6
1.465
105

0.725
289

0.0%4
238

2.456
141

2.391
126
0.135
-211
2.256
156

1974

20.670
133

12.622
120

3.044
128
0.825
118
2.218
131

8.837
113

0.065
6.1

0.160
213

0.517
174

8.048
154

0.789
204

2.39
14.0
0.748
17.2
1.651
12.7

0.895
23.6

0.136
455

2.787
135

2.833
185
0.169
252
2.664
181

1975

23172
121

14.018
111

3.284

0.893
8.2
2391
7.8

9.935
124

0.074
135

0.193
21.0

0.532
29

9.154
13.7

0.977
239

2576
74
0.728
-2.6
1.848
119

1.017
13.6

0.207
51.8

2.939
55

3.472
22.6
0.329
95.0
3.143
180
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TABLE 3.5
Washington Personal | ncome by Component
Historical Data
1976 1977 1978 1979 1980 1981 1982 1983
Personal Income 25996 28947 33990 39.265 44523 49.627 52132 55.457
% Ch 12.2 11.3 174 155 134 115 5.0 6.4
Totd Wage and Sdary Disbursements 15767 17.804 20.891 24369 27.018 29.833 30.901 31.951
% Ch 125 129 173 16.6 10.9 104 36 34
Manufacturing 3.616 4073 4.838 5.791 6.473 7.048 7.149 7.025
% Ch 101 126 188 19.7 11.8 89 14 -17
Nondurable Manufacturing 1030 1163 1248 1445 158 1735 1813 1917
% Ch 154 129 7.3 158 9.7 95 45 5.8
Durable Manufacturing 2586 2910 3590 4347 488 5313 5337 5108
% Ch 82 126 234 211 125 8.7 05 -4.3
Nonmanufacturing 11253 12826 15050 17509 19.368 21.440 22222 23.336
% Ch 133 14.0 173 16.3 10.6 10.7 36 5.0
Other Private Wages 0092 0117 0160 0178 0202 0222 0225 0233
% Ch 251 26.8 36.5 111 137 10.2 13 33
Farm Wages 0251 0220 0239 0266 0282 0282 0336 0326
% Ch 299 -124 89 112 5.8 0.3 19.0 -31
Military Wages 0556 0568 0604 0625 0694 0841 0968 1.031
% Ch 44 23 6.4 34 110 212 151 6.5
Nonwage Personal Income 10229 11143 13.099 14.8% 17505 19.794 21.232 23507
% Ch 117 89 17.6 137 175 131 7.3 10.7
Other Labor Income 1185 1443 1762 2042 2364 2620 2837 2954
% Ch 213 218 221 159 158 10.8 83 41
Proprietor’ s Income 2780 2838 3407 3584 3709 3455 3248 4218
% Ch 79 21 20.0 5.2 35 -6.8 -6.0 29.9
Farm 0510 0386 0523 0477/ 059% 0552 0412 0.847
% Ch -30.0 -242 355 -8.8 249 -74  -255 1058
Nonfarm 2271 2452 288 3107 3113 2903 283 3371
% Ch 229 8.0 176 7.7 0.2 -6.7 -23 188
Less: Pers. Cont. for Socid Ins. 1064 1146 1247 1458 1619 188 2022 2148
% Ch 46 7.7 88 16.9 110 165 7.2 6.2
Plus: Residence Adjustment 0257 0237 0280 033 039% 0427 0460 0.486
% Ch 243 -7.9 184 198 177 82 7.6 5.6
Dividends/Int./Rent 3265 3698 4442 5381 6570 8112 8774 9491
% Ch 111 133 20.1 211 221 235 82 82
Transfer Payments 3807 4073 4455 5012 608 7.066 7936 8507
% Ch 9.6 7.0 94 125 214 16.1 123 7.2
State U.l. Benefits 0313 0254 015 0162 0338 0452 0737 0.745
% Ch -49 -189 -301 47 1091 336 63.1 10
Other Transfers 3494 3820 4301 4850 5747 6614 7199 7.762
% Ch 112 9.3 126 128 185 151 88 7.8
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TABLE 3.5
Washington Personal | ncome by Component
Historical Data
1984 1985 1986 1987 1988 1989 1990 1991
Personal Income 50530 63586 68505 72413 77.352 85.838 94.420 101.207
% Ch 7.3 6.8 7.7 5.7 6.8 110 10.0 7.2
Totd Wage and Sdary Disbursements 33.772 35884 38392 41191 44682 48872 54138 57.961
% Ch 57 6.3 7.0 7.3 85 94 10.8 7.1
Manufacturing 7.547 7.989 8.714 9.125 10009 11.028 11.867 11.731
% Ch 14 58 9.1 47 9.7 10.2 7.6 -11
Nondurable Manufacturing 2044 2172 2263 2382 2573 2768 3030 2825
% Ch 6.6 6.2 4.2 5.2 8.0 7.6 9.5 -6.8
Durable Manufacturing 5503 5817 6451 6743 7436 8260 8836 8905
% Ch 1.7 57 109 45 10.3 111 7.0 0.8
Nonmanufacturing 24562 26114 27.836 30.082 32501 35588 39.763 43571
% Ch 53 6.3 6.6 81 8.0 95 117 9.6
Other Private Wages 0249 0277 0331 0382 0444 0479 0583 0639
% Ch 7.0 110 196 153 16.3 81 215 9.6
Farm Wages 0327 033 0314 0318 0365 039 0468 0.459
% Ch 04 21 -6.0 14 149 81 186 -19
Military Wages 1.087 1171 1.198 1.284 1.364 1.381 1.459 1.562
% Ch 54 1.7 23 7.2 6.2 13 5.6 7.1
Nonwage Personal |ncome 25758 27702 30114 31223 32669 36.967 40.282 43.246
% Ch 9.6 75 8.7 37 4.6 132 9.0 74
Other Labor Income 3031 3142 3259 3359 3719 422 4779 5389
% Ch 26 37 37 30 10.7 135 132 128
Proprietor’ s Income 5043 5563 6.868 7369 7363 8627 8799 9337
% Ch 196 10.3 234 7.3 -0.1 172 20 6.1
Farm 0843 0382 0729 0828 0655 0873 0838 0.890
% Ch -05  -547 90.9 135 -209 333 -4.0 6.2
Nonfarm 4201 5.181 6.139 6.541 6.708 7.755 7.961 8.447
% Ch 246 233 185 6.6 26 156 27 6.1
Less Pers. Cont. for Socia Ins. 2334 2588 285 3112 3525 3943 4348 4.605
% Ch 8.7 10.9 10.3 9.0 133 119 10.3 59
Plus: Residence Adjustment 0541 0584 0601 0653 0732 0819 0905 00982
% Ch 114 79 30 86 121 120 105 85
Dividends/Int./Rent 10500 11.208 1195 12215 12872 14706 16.268 16.520
% Ch 10.6 6.7 6.7 22 54 14.2 10.6 15
Transfer Payments 8977 9794 10285 10740 11509 12536 13.881 15.623
% Ch 55 91 5.0 44 7.2 89 10.7 126
State U.l. Benefits 0498 0473 0429 0403 03%4 0382 0462 0654
% Ch -331 -5.0 -94 -6.0 -22 -32 212 415
Other Transfers 8479 9320 9856 10337 11115 12155 13418 14.969
% Ch 9.2 9.9 57 49 75 94 104 116
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Appendix

TABLE 4.1
Selected | nflation | ndicator s
Cdendar Years 1961 to 1997
(Deflator 1987=1.0; CP| 1982-84=1.0)
Price Deflator - us.cp ¥ Seattle CPI *
Percent Percent Percent
Index Change Index Change Index Change
1961 0.277 11 0.299 11 0.293 17
1962 0.282 1.6 0.303 1.2 0.298 15
1963 0.287 17 0.306 13 0.302 1.6
1964 0.291 17 0.310 13 0.306 13
1965 0.297 21 0.315 1.6 0.310 11
1966 0.306 2.9 0.325 3.0 0.319 3.0
1967 0.314 25 0.334 2.8 0.328 2.9
1968 0.327 43 0.348 4.2 0.342 41
1969 0.341 41 0.367 54 0.358 4.8
1970 0.357 46 0.388 5.9 0.374 45
1971 0.374 4.8 0.405 4.2 0.382 21
1972 0.388 3.9 0.418 3.3 0.393 2.9
1973 0.410 5.7 0.444 6.3 0.418 6.4
1974 0.452 10.1 0.493 11.0 0.464 11.0
1975 0.489 8.2 0.538 9.1 0.511 10.2
1976 0.518 5.9 0.569 5.8 0.540 55
1977 0.554 7.0 0.606 6.5 0.583 8.0
1978 0.594 7.3 0.652 7.6 0.640 9.9
1979 0.647 8.9 0.726 11.3 0.709 10.8
1980 0.714 104 0.824 135 0.827 16.7
1981 0.778 8.9 0.909 104 0.916 10.8
1982 0.822 5.7 0.965 6.2 0.978 6.7
1983 0.862 4.8 0.996 3.2 0.993 15
1984 0.896 40 1.039 4.4 1.030 3.8
1985 0.931 3.9 1.076 35 1.056 25
1986 0.960 31 1.097 1.9 1.066 1.0
1987 1.000 4.2 1.137 3.7 1.092 24
1988 1.042 4.2 1.183 41 1.128 3.3
1989 1.093 4.8 1.240 4.8 1.181 47
1990 1.149 5.2 1.308 54 1.268 7.3
1991 1.197 4.2 1.363 4.2 1.341 58
1992 1.235 31 1.404 3.0 1.390 3.7
1993 1.266 25 1.446 3.0 1.429 2.8
1994 1.293 21 1.483 2.6 1.478 34
Forecast
1995 1.322 2.3 1.526 2.9 1521 2.9
1996 1.353 2.3 1571 2.9 1.563 2.8
1997 1.388 25 1.618 3.0 1.611 3.0

*  Implicit Price Delfator for Personal COFISJmptIOFIS
#  Consumer Price Index for all Urban Consumer:
+  Consumer Price Index for the Seattle-Tacoma CMSA
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TABLE 4.2

Implicit Price Deflator
Selected Component Indices

Caendar Years 1961 to 1977
(1987=1.0)
Services Food Fuels Gasoline
Percent Percent Percent Percent

Index Change Index Change Index Change Index Change
1961 0.244 2.0 0.272 0.7 0.182 25 0.302 -1.0
1962 0.248 15 0.276 13 0.182 0.3 0.304 0.6
1963 0.252 1.6 0.280 1.7 0.186 1.8 0.303 -0.3
1964 0.256 1.7 0.286 2.0 0.184 -0.9 0.301 -0.6
1965 0.261 2.2 0.292 2.0 0.188 2.3 0.312 3.7
1966 0.269 3.0 0.304 41 0.193 2.7 0.320 24
1967 0.279 35 0.308 15 0.199 31 0.330 33
1968 0.291 4.3 0.319 3.7 0.205 31 0.335 14
1969 0.303 41 0.335 49 0.210 21 0.346 33
1970 0.319 53 0.358 6.8 0.219 45 0.349 0.9
1971 0.338 6.0 0.370 33 0.233 6.5 0.351 0.7
1972 0.353 4.4 0.385 41 0.235 0.8 0.356 1.2
1973 0.369 46 0.427 11.0 0.270 14.8 0.390 9.7
1974 0.397 7.6 0.490 14.6 0.427 58.2 0.527 35.0
1975 0.430 8.2 0.529 8.0 0.467 9.4 0.562 6.8
1976 0.462 7.4 0.547 34 0.499 6.8 0.586 4.3
1977 0.500 8.2 0.580 6.1 0.563 13.0 0.620 5.8
1978 0.540 8.1 0.634 9.3 0.593 53 0.647 4.4
1979 0.583 8.0 0.699 10.3 0.802 35.3 0.870 34.3
1980 0.644 10.5 0.762 9.0 1.106 37.8 1.204 38.4
1981 0.709 10.1 0.823 8.0 1.342 214 1.339 11.2
1982 0.767 8.2 0.855 40 1.326 -1.2 1.274 -4.9
1983 0.819 6.8 0.876 25 1.246 -6.1 1.232 -3.2
1984 0.862 5.2 0.911 3.9 1.273 2.2 1.214 -1.5
1985 0.908 53 0.934 25 1.229 -34 1.225 0.9
1986 0.957 55 0.965 33 0.998 -18.9 0964 -21.3
1987 1.000 45 1.000 3.6 1.000 0.3 1.000 3.8
1988 1.051 5.1 1.039 40 1.004 0.3 1.009 0.9
1989 1.106 53 1.098 5.6 1.046 4.3 1.103 9.3
1990 1.167 55 1.155 5.2 1.260 204 1.256 13.9
1991 1.225 5.0 1.198 3.8 1.212 -3.8 1.239 -1.4
1992 1.277 4.2 1.218 1.6 1.165 -3.8 1.233 -0.5
1993 1.323 3.6 1.240 1.8 1.163 -0.2 1.222 -0.9
1994 1.364 31 1.269 24 1.147 -14 1.229 0.6
1995 1.406 31 1.302 2.6 1.125 -1.9 1.251 1.8
Forecast
1996 1.447 2.9 1.347 35 1.099 -2.3 1.252 0.1
1997 1.494 3.2 1.378 2.3 1.077 -2.0 1.251 -0.1
1998 1.543 33 1412 25 1.093 15 1.277 21
1999 1.595 34 1.449 2.6 1.151 53 1.298 1.7
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TABLES.1
Total Resident Population and Components of Change
1970-1999
(Thousands)

Percent Net

Population * Change Change Births Deaths Migration

1970 3413.3 16.3 0.5 59.9 30.0 -13.7
1971 3436.3 23.1 0.7 60.0 29.8 7.2
1972 3430.3 -6.0 -0.2 53.1 304 -28.7
1973 3444.3 14.0 0.4 47.7 304 -3.3
1974 3508.7 64.4 1.9 48.2 29.9 46.2
1975 3567.9 59.2 1.7 50.1 30.3 39.4
1976 3634.9 67.0 1.9 51.4 30.2 45.8
1977 37154 80.5 22 54.2 29.1 55.4
1978 3836.2 120.8 3.3 57.3 304 94.0
1979 3979.2 143.0 3.7 60.2 30.2 113.0
1980 4132.4 153.2 3.8 65.4 313 119.1
1981 4229.3 96.9 2.3 68.2 318 60.6
1982 4276.5 47.3 11 70.1 317 8.9
1983 4307.2 30.7 0.7 69.5 325 -6.2
1984 4354.1 46.8 11 68.5 33.2 11.6
1985 4415.8 61.7 1.4 69.1 34.0 26.6
1986 4462.2 46.4 11 70.2 34.0 10.2
1987 4527.1 64.9 15 69.3 34.4 30.0
1988 4616.9 89.8 2.0 71.0 36.0 54.8
1989 4728.1 111.2 24 73.0 36.0 74.2
1990 4866.7 138.6 2.9 76.4 36.2 98.5
1991 5000.4 133.7 2.7 79.1 36.6 91.2
1992 5116.7 116.3 2.3 80.2 37.2 73.2
1993 5240.9 124.2 24 79.1 39.4 84.5
1994 5334.4 935 1.8 78.2 39.5 54.9
1995 5429.9 95.5 18 77.0 39.9 58.4
Forecast
1996 5507.9 78.0 1.4 76.7 40.7 420
1997 5585.1 77.2 1.4 77.1 415 415
1998 5667.2 82.1 15 77.7 423 46.7
1999 5754.9 87.8 15 78.6 43.2 52.3

* Population on April 1 of Each Year
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TABLE 5.2

Washington Population
(Thousands)

Totd Population
Percent Change

Age 17 and Under
Percent of Tota

Age6-18
Percent of Ttota

Age 18 and Over
Percent of Tota

Age 21 and Over
Percent of Tota

Age20-34
Percent of Total

Age 18-64
Percent of Total

Age 65 and Over
Percent of Tota

Source: Office of Financial Management

Estimated
1994 1995
53344 54299
18 18
14344 14634
269 269
10013 10312
188 190
39000 3966.5
73.1 73.1
37035 3763.9
694  69.3
12022 11886
225 219
32819 33389
615 615
6181 627.7
116 116

1996

5507.9
14

1483.6
26.9

1060.0
19.2

4024.3
731

3815.6
69.3

1166.8
21.2

3387.2
61.5

637.2
116

For ecast
1997 1998
55851 5667.2
14 15
15014 15154
26.9 26.7
10865 11116
195 19.6
40837 41518
731 73.3
3867.7 3924.3
69.3 69.2
1156.0 11453
20.7 20.2
3440.7 3502.3
61.6 61.8
643.0 6495
115 115

1999

5754.9
15

1529.2
26.6

1129.0
19.6

4225.7
734

3985.7
69.3

11415
19.8

3570.0
62.0

655.7
114
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Glossary

Biennium: The state' s two year budget cycle.
The current Biennium (1993-1995) started on
July 1, 1993 and ends June 30 1995. The 1996-
1997 Biennium starts July 1, 1995 and ends
June 30 1997.

Cash Basis: Cash Revenues received during a
period. The Forecast Council forecasts revenues
on a Cash and GAAP (Generally Accepted Ac-
counting Principles) basis. The Cash forecast
measures cash expected during a period. The
GAAP forecast measures revenues expected to
be accrued during a period.

CPI: The Consumer Price Index for Urban earn-
ers and clerical worker. The Bureau of Labor
Statistics (BLS) updates the CPI monthly, sur-
veying over 60,000 goods in 85 urban areas.
The BL S also tracks a Seattle-Snohomish CPI.
It updates this twice ayear.

Tax Elasticity: A measure of how tax revenues
respond to changes in personal income. If tax
revenue elasticity is greater than one, a one per-
cent change in personal income will be associ-
ated with more than a one percent increase in
tax revenues. If elasticity islessthan one, aone
percent increase in personal income will be as-
sociated with aless than a one percent increase
in tax revenues.

Fiscal Year: The state’ s budget year. Washing-
ton State’ s fiscal year runsfrom July 1 through
June 30. Fiscal year 1995, for example, runs
from July 1, 1994 through June 30, 1995.

GAAP Basis. Government revenues measured
using Generally Accepted Accounting Princi-
ples.
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General Fund: The state' s treasury fund. All
appropriations not supported by dedicated reve-
nue sources (about 65 percent of state revenues)
go to the general fund.

Implicit Price Deflator for Personal Con-
sumption Expenditures (1PD): The price defla-
tor used to compute rea consumption
expenditures. The IPD and the CPI are the most
widely used measures of inflation.

Mortgage Rate: The average interest rates on
25 year conventional loan (as reported by the
Federal Home Loan Bank Board).

Non-Wage Income: Persona income not com-
ing from wages and salaries. It includes proprie-
tor’ sincome, interest, dividends, and rent,
employers contributions to private pension
funds, and transfer payments.

Real GDP: Gross Domestic Product adjusted
for inflation.

Personal Income: Income from wages, sala-
ries, other labor payments, proprietorships, in-
terest, dividends, rent, and transfer payments,
less employee socid security contributions.

Seasonally adjusted: A statistical series ad-
justed for seasonal variations. Monthly statis-
tics, such as the unemployment rate, are
seasonally adjusted to make month-to-month
comparisons possible.

Wage and Salary Employment: Part-time and
full time workers receiving wages or salaries on
the 12th day of the month. This statistic ex-
cludes the self-employed, members of the
armed forces, private household employees, and
workers on strike.
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